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Item 1. Bosiness

PAF Corporation and its subsidlaries (colloctively, the “Compeny”) ure engaged In three Hoes
of Dusiness; the manufuctare and sale of (i) chemicals; (71 ohatographic and seprographile prodiucts:;
and {iii) building materials, Finaucial infonnation concerning the Corr any's lines of axiness reqquired
hy lew B is inelided undher tet 2, “Sumttniry of Operations™

Chemical
Principal Products

The chemical product sules group includes the following: Dycrtuffs and Pigrenty — The Com-
pany’s Tine of dyestuffs is primarily used in the textile and paper industriex and alse in the leather
industry; its orgaric plgments are used for colorng many different products, inchading rblvr, plastics,
printing inks, lacquers and natural and synthetic textiles, Surfoce-uctive agents — Surface-active agenty
{ur serfactants) pessess detergent, ewoulsifying, dispersing and wetting propesties aid are used in
the anufacture and congoranding of detergents | primarily indastrinl ), insecticides, pesticides, textiles,
paper. lesther, mbber, plastics und chemicals and in the production and refining of petroleum and
mineral peoducts. High-Prewsure Acetylene Derivativex — The Company has developed and employs
tochniguen for processing acetyleme, u very explosive yas, under high pressure into a wide varioty of
acetyletie: derivatives, with usex in the manufacture of plastics, synthetic fbers, cosmetics, «lectroplat-
ing chemicals, pharmaceuticals, solvents and sdhesives, Specilty and Testile Chemiculs — These
include hactericides wind funyicides, brighteners, leather tanning and finlshing agents, textile treating
chemicals, flane retardants, ulraviolet absorbers, solventx, carbonyl fron powders and silver salts,
Industrial Orgonic Chemivals — ‘These compounds ure used in the production of surfactants, dyestuffs,
pharmacentioals, defoliants, hesblvides, growth regmlators and other agricultural chemicals {agri-
chemicaln ), plantic stalslivers, electroplating chemicals, and photosensitive aud other chemicals. Lotex
Products — These products inch.de niltber and polyimer lattices for rug backings, fabric costings and
paper couthigs; Ies fown hacking for drapery fabrios; wnd lutex sdhesives for fabrie lamination.
Other Industeial Products — Thew products inchule roofing grasulex, wool pressed felts, the Frumon®
Yine of needlied Felts, synthndic Bler falts, pupermukers felt wnd the Garno® lise of filter prodinets.

The Company's chemieal prsbicts ure solil to wers prikdpally by it own sales peocsined and. in
s cases, by independent distributors.

Competitive Conditions and Seasonsl Variotions

The Company is the sole United States producer of & complete e of high-pressure acetylene
derivatives, although it competes with a large forelgn manufacturer, This forelgn manufactorer
is an Eaportant factor in the domestic - wrket, having recently completed constriction of & plant in
the United States for the production of hutanediol, # major product in the high-pressure acetylene
chomical line, Another Insge domestic chemical manufacturer has innde sales of butanediof in the United
States.

In the halance of its chemical husiness the Company faces competition from many companies,
cortain of which are euhstantially Jarger thun the Company and offer 2 broader rage of products,
Competition .i those areas of the chemical industry in which the Company is engaged is chiefly hused
stpon price, product guality and relinbility of supply. The Compeny Delieven that the great stz aml
diversified nature of the chembeu] industry muke it inpoodide to give w mesningful estimate of the
relutive posttion of He Compaay In this Beld.

Seasnual variathons are not mareriul to s peodet sales group.

Suseces of R Malerals

The raw materials used in the production of the Company's cheinical products are purchased from
u large mumber of outside sources, tn many cases pursiant to supply contructs which are, in general,
standard for the industry. Certaln of the Company's raw materials, including acetylene, are ohtained
from singe or linsited sources pumuaant to supply contructs. With respect to acetylene, the Company is
supplied ot two locations by sepsrate sources, Were eitber of the sources to be discontinued, the
development of alternsts sources of supply coukd involve intermaption of production and would
prabably result in substantially increased costs.

Petroleun-based products are used in many of the Company's chemical manufacturing processex
and ooasoquently the price and avallability of petrolewi ls material to the costs of operations.

ARhough this product salss group has from time to time in the past experienced dificulty in
ohtaining sdequate supphies of raw materials, purticularly during 1974, it hes not experienced any
significant shortages sinee the hegluning of 1675,
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Recent Developments

In early 197% the Company entered jnto an agreement with Clrmische Werke Hills, A. G, (“Hiils")
to cunstruet and operate & butunedinl manufucturing plant in Mad, West Germany, with a planned
annual capacity of approximately 80 million pounds. The Company anticipates that this plant will
pennit it to compete effectively with the nmauufactuar which currently dominates the European
butanediol murket. The plant will be owned and operated by o Genman joint venture company owsied
i equul sharex by Hils and the Company: production is planned to begin in late 1977, The agree
tnent slso inctudes provision for Hils to supply acetylene to the plant from its adfacent inanufucturing
plant. The Cainpany anticipatex that the joint venture compauy will sesjuire approximately $24.000,600
{n toans, in addition w the BL2Z.000.000 i cash It hus alresdy received us capital contributions. fu.
completion of the plant. These lnans have been und ure expected to be obtained from third parties on
the credit of the joine vonture compuny. but the Company and Hiils may share equally in providing
Toans or gaurantees of loans if neeessary.

The Company hus nwder construction a facility et its Calvert City, Keutucky plant for the
manufacture of polybutylens torephthalate (“PBT"). Constructim of such facility is expected to
he completed during 1977, PBT is the basic material for a family of polyoster resins which
pruperties sultuble for use in the automotive and clectromics markets, among others. While the
Computy Is one of 4 small munber of compenies which produce butanediol (see "Competitice Conli-
tions und Seavonal Variations™), one of the hasic raw materials for PBT rexin, substantial conmpetition
in anticipated in the various PBT markets from a number of other manifacturers, certain of which are
substantially larger than the Company.

The wool felt industry hus experienced escexs capacity for a number of years, principally because
the total demand for wool felt has been decliniug. The Company is contetnplating consolidating cer-
tuin of [ts wool felt manufacturing operations,

During 1975, the sgrichemical business was responsihle for significant profits for the Company.
Sales of agrichemnical products, which the Company manufuctures on a contract hasis to the specifica-
tions of large purchusers, substuntially declined during 1976 with resulting adverse eflects upon eam-
ings, and a continuing ervsion of the leve! of sales and eamings is antidpated. The contract for one of
these praducts, Conex®, expired March 13, 1977, and in connection therewith termination paynsents
totalling $3.7 imillion are due to the Company from United States :iorax & C* -ndeal Corpors.ion,
With respect to another such product, AMiskn®, the puichuser, Amchem Prodica, Tae. ("Amchem™),
has advised the Company that purchascs of Asmipen® for the secoud half of 1977 will be at rates siy-
nificantly ubove those prevailing since mid-1976, although still substantinlly below the levels of 1973
and early 1076, Amclem also terminated, effective December 31, 1876, the contract pursuant to which
the Company had been supplying Amchem with 2-chloroethylphosphonie acid (ethephum), The Com-
pany continues to market ethephon to consumers. The herbicide Oryzalin had been manufactured by
the Company fur EN Lilly and Company under an agreement which expired® by itx terms on June X),
1976

Sec Ttem 5. *Logal Proceedings” for a discussion of pending litization Intween the Company and
Amchem, Union Carbide Corposation has annowneced an agreement in prindple to swquire Amchem,
The Company Is unable to predict what cffect. if any, this acquisition, if it is consummated, muy have
o such litigation or salex to Amchem,

In January 1977 the Company reported an spparent shortage of silver and established a 83.5 mil-
lton resecve for Joss, The Company lua commencedd un extensive investigation of the shortage with the
assistance of its outside auditcrs and others, Depending on the result of the investigution, il ar part
of the loss may ultimately he recovered through insurance or otherwise, See Note 14 of Notes to Con-
solidated Financial Statements,

Photo & Repro

Principal Products

The photographic and reprographic product sales group includes the following: Comsumer
Photo Producis — including color and black-snd-white flm (arint Sim, side 8lm and movie Bim),
still and motion picture cameras and projectors, slide viewer: and scenic slide and print assort-
mexnty, and Vizw-aarmon® and Tavking View-MAsTEa® steren 1vels, viowens and profectors: X.ruy
Products — inchuding x-ray Slm and develuping chemieals for wedical, dental and fndustrial e
Graphis Arts Products — including fim, Bim bases, and chomicals used in photolithography, roto-
gravure printing, offst printing, photographic typesetting and photoengraving: industrial Products —
fncluding fllm and paper; Professional Photograpiy Products — tiachuding black-and-white and color
still film, and photographic papers for paessional photographic applications, press and industrial
photography and profesdons] portraitiee: Reprographic Buriness Systems Products ~ Inchuling diazo
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reproduction eyuipment, sensitized reproduction materials used in such equipment, susiness forms,
micrographfc cquipment and supplies, sensitized paper vad touer for eloctrostatic office copiers, and
drafting office spplies; Photo Servicer — comsumer photo finishing services through 19 photofinishing
plants in the United States aixl Eturope, The operation of radio station WNUN-FM in New York Clty
is included for reparting purposes in this group.

Distribution of the Company’s consumer and professional photo products is made through 4 field
sales force consisting in part of the Company's own employees aml in part of independent sales repre-
sentatives or distributors. Sales are primardiy to mas s merchandisers and te photo speciaity shops. The
Company's graphic arts and x ray photo products ar- sold in part to distributors, and in part, along with
other industrial photo producis directly te users. The reprographic busines systems products are sold i
purt directly by the Company’s own employees and In paet through independent dealers, The repro-
gruphic machines sold by the Company are serviced in purt by the Company’s own vinployees wink in
part by emplovess of such independent dealers who are trated by the Company.

Compriitive Conditions and Seasonal Variations

The platographic industry is dominated in many aress by Eastman Xodak Company (“Eastman”).
The Company's small share of the market alio faces competition from foreign sources. In general, the
Company offers 4 broad range of photugraphic products, which is, however, considerably narrower
than that offered by Kastman, The Company beliaves (¢ is the leading prd. 2t of stereo viewers
and reais,

The Company has initated litigation against Eastmau, which is mure fully described below.
A favorshle decision i tha, sit covid heve s beneficfal effect on the Copany's phatographic husi-
uess. However, an sdverse decision conkd result in the continuation of the prevent sdverse competitive
position of the Compary wul have siguificant implications conceming tie fut - v f the Company in
various mapects of the photographic business, Preparation for trial of the case is progressing. The
cuteome of the Kiigatlon ek be predicted at thix time, See “Recent Decelipments.”

The C..-uiroury believes that it fs one of the two leading domestic producers of diazo seproduction
quipmenl aw! aiaso papers, plastic Blms ant other diazo costed products. The dlazo reprodurtion
~ocess, “hilv viitable for copying engineenng und architectural drawings hecwue of its capacity to
make iarger copies, is limited In genera) applicability by the need for @ translvoent muster sheet printed
only on one side. The diazo process muy be subject to increasing competition from other prucesses and
may hecome shject to increased regulation, See "Envirormentul Control and Refated Matters™,

The field of business forms produced pursuant to customer specifioations is dominated by another
company. The business forms products of the Company are sold principally in the northera part of the
United States east of the Mistssippl River,

Except for sales of consumer photn products, which are strongest prior te the winter iolidey
season, the ssles of the Photo & Repro Gronp are not subject to mbstantial seasnuad variation.

Raso Matevials

The Company purchases from several sources the maw materlals and components (some of
which ure manufactured to its specificutions) for the flm, paper, slide and motion pkture prjectors
and viewers manufactured by it. The price of silver, which is one of the more important raw materialy
used in the manufacture of flm ond photogruphic paper, hits rsen sharply sinee 1972, The price of
siver, based on the Handy & Harman daily New York quotations, ranged from $1.39 to $2.05 per
troy ounce in 1872, frm $1.96 10 8328 per troy ounce in 1973, from $3.27 to $8.70 per troy oumy in
1974, from $3.81 tu 85.23 per troy ounce in 1975, from $3.82 to $5.10 per troy ounce In 1976 und from
$4.30 to $4.89 in 1977 tivough March 15. In esch of the full years, except 1976, the cost of silver
used in the Company's manufacturing operatfons was Ligher than {u the preceding vear. Competl-
tive factors have jimited and still limit the Compeny's ability to implement rice leredses
related to this increascd cost. Accordingly, the increased cost of silver inay continue to Lave u material
adverse offect on the enrnings of the Company unless substantial prive increasen cun be effected or the
price of sliver declines,

The still snd motion picture cameras and sound projectons sold by the Compuny wre mamifactured
specially for the Company by companies located in Japan, Hong Koo, Mavan and Taiwan. Efforts by
the Company are underway to cominence purchases from & number of sdditional suppliers. [n obtaln-
ings these supplies during 1978 the Company experienced tmmal delays whicl adversely uffected
salos,
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Acetate film base used by the Company is manufactured by it. Other fim bases, including polyester,
and raw paper are purchased from domestic and foreign sources.

The raw materials and supplies used in the manufactore of reprographic business products are pur-
chased from several sources and, although in some cases parts are built to the Compuny’s speciSications.
alternate sources for such parts are avallable,

Recent Developments

Since 1973 the direct operating profit (which excludes allocation of interest wwd certain other
vorporate expemsey) of the Photo & Repro group has declined shamply. aud in 1478 the group experi-
emeed u direet ope-ating los. Thix decline on a worklwide baxix hax been the result of a num-
ber of fuctors aftecting photographic products, including, simificsntly, the domination of the industry
by Eustman amd ity introduction of products rendering competitive prodocts obsolet, as well as in-
crensy In the nrice of silver and sther cont inerepsss which have not heen pased on in full, and geneml
econemic eonditions affecting both consumer amd industrial markets. Morevover, the Company has been
required to incur for its photographic line of products, advertising costs, research amd development
expenses, and costs of working capital (some of which bave not heen allovated) disproportionately
grester than the contrihution of the Photo & Repro group to the Company's sales,

The 172 introduction of Eastman’s C-41 film and the conversion by photo finishiers to the different
provesses required to develop such film hax bad, and is expected to continue to have, the effect of
substantially curtailing the developing of the Corpany's (-22 color print flm by photo finishers and
has thereby reduced, acd may be cxpected to continue to reduce, demand for such #im. The Com-
pany’s photo Buishing plants retein the capacity to develop and process hoth the Company's €22
film and Eastman's C-41 film, and the Company expects to retain the capacity for developing wnd
processiag its C-22 film so long as there Is suflcient demand,

Since the Introduction of Eastman’s C-41 flm, the Company has had under development s new
color priut Blm for pocket-sized instant loadiny cameras, standard size instant loading vameras und 35
millimeter cameras which could be developed with the same chemicals used in developing Eastman’s
C-41 fim and other suhsequantly introduced competitive filsas, The Company is making lmited ship-
ments of the now film for pocket-sized instant Joading cameras and is making preparations for com-
mercial production of the new Slm in 1877, One other manufacturer has {ntroduced in the United
States market, and Eastman and another manufacturer have announced plans to iutraduce, higher
speed color print films which can be processed in C-41 chemistry. These new products may adversely
affect the Company’s introcluction of its new C-41 film,

On April 30, 1973, the Company flled an antitrust action against Eastman in the U.S. District
Court for the Southern Diwrivt of New York seeking treble damages in an unstated amount und
certain oquitable relief, Including the division of Exstman into ten separute and independent businesses,
the dedication to the public of the trademark “Kodak™ and disclosure and licensing on a royalty.
free hasts of all Eastman's present and future photographic patents and know-how.

The Company stated in its Complaink thut it is the last remaining domestic competitor to Eastman
in the masufacture of conventional amateur photographic flm, The Compw  alleged that Eastman
has furestallod innovation in the development of products incompatible v.ith those of Eastman, and
has made mumernus changes in its products in order to make the products of its competitors unmarket-
ahle, The Complaint fusther alleged that Eastinan has, fv many areas of the photographlc industry,
menopolized the production and salc of photographic supplies, rostralned trade, fureclosed markets,
made illegal acyuisitions nad engaged in various other Hlegal acts and practices. Eastinan filed an
Answer denyiny; the materlal allegations of the Complaint, Dovncient discovery and orul dapositions
of witlesses are underway In the pretrial proceedings, and & trin dete is currently set for carly 1978,

The Company’s flim, aunder an agreement which expleed Cictober 1, 1876, has heen the officlal film
of Disneyland and Walt Disney World, where th- Cumpany has Photo Exhibit Centers und the
Company’s photo products, together with certain products of other marufacturers, have been sold
through n.are than 50 retafl photo outlets. In 1978 the Company obtalnedd an extension to Septem-
ber 30, 1979 of this agreement pussuant to which add'tional photographic products noe produced by
the Company 1y be sold.

‘The Company’s % million expausion of its photo proluct facdlitles in Sint-Nikluss, Belglum.
announced in 1974, in expected to ke fully operstional by mid-1977. The sgreements relating to the
and financing of this project recuire that the Company have certain minimum numbers

of employces at various times which would represent additions to the onrrent work farce. If present
business conditl us contimue, however, it I+ rxpected that this plant will operate at sibstantially less

than full capeity.
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Twi agencies of the British goverument have been engaged ta investigations of ccttain practices,
including pricing, of the members of the diazo Industry in the United Kingdom, incinding the Com-
pany's British subsidiary. One of these agencies has recently Issued a report whdel concludes tat,
while certain arrangements had been entered fnte without the registration required by applicable law,
it 15 unuble to detertnine that the publl: interest was adversely affected The mther investigation is
«till in progress. It is vot sativipated that such investigation will heve a material adverse impact on
the operations of either the: British subsidiary or the Company.

The Yexgest single customer for the Comnpuny's ¢ lor priut fllm has, sinee mid-J4976, been unable
to make current paymients with respect to approsimately 33.25 million of the Canpany’s accounts
receivable. The Cempary has entered nto an agreement with the customer which provides for a
imaratorium with respect to principal payments on sueh indebtedness il September 1977 and for
payment of the amount due in 24 egnal monthly payments thereafter. Approximately one-half of the
customer’s indebtedness is socured by an existing second mortgage o1 cortain property of the custaner
und pursnant to the agreement the customer is obngated, suoject to certaly consents of dird parties
which have not vet heen obtalied, to grant u third mortgage om the same priperty as additional
security for the indebtednesy,

Bullding Matecials
Priacipal Products

The building materials product sales group includes the following: Roofing, Siding and Insulation
Muterials — including usphalt stingles, huilt-up roofing (consisting of organic and ashestos-hasedl felts),
unphalt rocf coatings and plastic cements, organic and ashestos dry felt produced primarily for use by
the Company's raoflug or flooring plants, vinyl siding, mineral fber roof shinglex and siding, mineral
Bher bulding hoard, mineral Abre cunal brlkhend desigpied aud processed tu prevent land erosion by
either salt or fresh water, automotive sound desdentug and Insulation products, and glass fber inmln-
tion (purchased for resale): Flooring Products — lwcluding vinyl asbesti floor tiles, vinyl sheet floor
coverings. and adhesives und cove bases { borh purchused for resale ).

The Company sells its products through #ts own salesmen to wholesalers, retailers, applicators.
contractors end huilders, Such sales are mostly limited, in the case of balkling inaterials other than
floor tiles and sheet vinyl, to states east of the Rocky Mounteius, Iy products are ulwo supplied, on &
bid hasis, to federal and state ugencles, The € .npa 7 perates its own distribution outlets for resilient
Beoning in siz clties where availabde o2 2% 2 - on " wn o Dot satisfactory.

Competitive Conditions and Seasonal ¥ aviations

The bullding materials industry is highly competitive, The Company belleves that it 1s one of the
leading producers of asphalt roof shingles. built-up ronfing, miveral Sber roof shingles, siding shingles,
snineral fiber Hat sheets, vinyl Hour coverings, vingl siding and automotive sound dendening and inula-
tions prsducts, One of the Company's largest (ustomers fur roofing materfuls has announced itx in-
tention to begin producing its own materialy.

Competition in the rofing. siding and insulation segments of the Compuny's building materials
business is based largely upon price, distibution capability, complementary product lines and credit
terms. The sloor covering segments of the business are subject to competition primardly on the basis
of product dedgn, varlety of patterna and grades, prices and service,

The sales and installation of the Company's roofing, siding and insulation dedine during the winter
manths due to adverse weather conditions, To maintain a more constant level of manufacturing wixl
sales, the Company follows what is believed to be an Industry-wide practice of “winter dating.” pur-
muant to wich advantageous credit terms are offered to credit-worthy custumens who order and accept
deltvery of roofing, sicing and insulation during the winter nxonths,

Sources of Rau: Materials

A major portion of the ra-- materials usod for the manufacture of huflding materfuls iv purchused
from a large mumber of outside sources and the balance s produced by the Company, including rooing
granules, which are used to surface asphalt roofiog products.

Raw material ingredients for dry feit, which have been in goad supply, are rags, waste paper,
and wood Hour, purchased in the open market at prices which are subject to fluctuation,

Asphalt is purchased from major ofl refineries and independent opetators, in one case purmant to @
omterm supply contract, The Company purchases glass Sber inmlation from o wnge souree which
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has allowed its long-term supply contract for residential build*ng insulation with the Compuny o lapss
and has advized that it intends to cease to supply the Coinpany's requirements. The Company i con-
tinuing to contest this position, and discussions are currerdy underway with this supplier. The sane
supplier hus recently advised thut after mid-1977. it will cease o supply gluss Bher roof insultion,

Rocent Developments

Roofing products constitute the major portion or total sales of the building materials product sales
group, It is helleved that historically & majority o roofing products sold hy the Company have heen
used in reroofing of existing structures, 11 is reported that housing starts were ut u level of approxinately
237,000 wndts in 1972, 2,055,000 units in 1973, 1.3R000 units in 1974, 1171000 units in 1975, wadl
1500000 units (etimuted) in 1870, Despite tha: conxistent decline in reported housing starts hetween
1972 gl 1975, the Compuy's salex revenues from roofing prlucty increased in 1973, 1974, (575 aunl
976 uver the then prior years.

In 1975 and 1976 the Company concloded initial ammgenents for the construction of o sheet
vinyl Booving plant in Mullinges, Ireland, Consteuction iy presently scheduled to be completed in lute
1977. The plant will be owned and operated by GAF (Ireland ) Company, u branch of GAF (Neder-
land) B.V. {"GAF Nederlaud™), a wholly-owied mbsidissy of the Company, and will be tle Com-
pany's principal source of sheet viny! for sale in Europe and other overseas markets, The Company
anticipates that it will fuce substaritial competition for its shect viny! products in the European market
In view of competitors’ seevidy avaounced plans for licressed capacity to serve that market.

The Conwsey auticipates thet capital expenditures oa the plaut will be in excess of $33 million.
Extimater o the tota] cost of the project have been, and are expocted to contbwe to be, influeuced hy
Buactustions in exchange raten and infintion in lretind, Arrsogenunts have been concluded with the
fikhigtrisl Developnient Authosity of Ircland to obtatn grasts for a portion of the cost of the project,
provided that the Compuny mahes equity investment in the project at Jeast equal to the aggregate
nawmint of the grants. A portion of the grunt payments has been ree  od. The Compuny has Bisncd
ur arranged to Snance with lrish bunks a portion of the require  mds. The Company will provide
additiona) capita! for completion and operation of the project from the Company's general funds and/for
damestic londiug sources,

Patents and Trademarks

The Company owns approximately 1,753 domestic and 1,880 foreign patents 11d appruximately
%25 domestic and 3,535 forcign trademarks, and is licensed under many other United States and foeeiyn
patents, no one or group of which is deemed to be material to the conduct of the Company's husiness
s a whole other than the patents covered by the licenses from Congoleum Industries, Inc. and Amchem
deseribed below and under “Chemical — Racent Developments,” respectively, and a group of patents
o photoggraphic products and processes for making photographie flm covered by licenses from
Eastman. which patents have been chollenged by the Company in the antitrust action against Eastman
described under “Phota & Repro == Renent Developments.”

As & result of the settlement in May 1970 of a Jawsult coinmenced in 1006 against The Rubesoid
Cu., the Compuny entered into u license agreement with Congoleur.: Industries, Inc. whereby the
Conpany was Yeensed to mmanufacture and sell foarned ving] fluering which uses o chemical embossing
procoss. In exchange for such license, the Company agreed tu pay a royalty equal to 5% of the net
"ws of such product during the term of the agreement, which has a stated term ending on December
20, 1883, and, it any event, the Company iy required to par a minimum royalty of 8125000 u yewr
through 1963, which ainomnt is applicd aguinst royalties puyable in each such year, Royolties paid under
this agreesnsat o 1970, 1073, 1074, 1975 and 1978 smounted to approximately $1.320.000, 304,000,
§: 19,000, $480.0.00, and $6R1IK) respectivels.

Research and Development

Research ar? devalopmest mxpenses in 1075 and 1978 were $15.272 000 and §17.953,000, respec-
tively, Approximately 8075 0f Jdw amount spevt 1 1578 was used for resvarch to develop new or
improved products aud provrases, while: the remaining 409 wus used to vnbance existing products ar
technologlex, ‘The Tutter cutegory Includes product quality improvements, Imprewed formalutions, and
experimentally-developed new upplicatins datn 1o exploit the ull potential of existing prodiscts, Dure
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ing 1975, approxinatel: 3% of reseurch and development expenss was uned for the developent of
new products and processes, while approxisately 359 wax nsed to cnhance existing products and
technnlogion,

As of March 1, 1977, 312 professional cuployees were coggaged in Comnpany-spoasored research
und development.

Environmental Control and Related Matters

By reason of the natare of many of the Camgany's operations, avironmenta) standards prownul-
gated hy various regulatory bodies, many of which have been recently established, are having or
will have a substantial impact upon the Compasy. In some cases, the Campany has oivtained varlances
which are conditioned upen cosupliance ac some future date, and in ofher cases It is seeking to work
out smilar arsogements, It i5 believed that federal ami 8t staintes and veguistions dealing
with the protection of the cuvircument will incressingly affect the Company, While the exact
uanire of the wvironmental contrel probiems which the Conpany will encourter in the fature
cannut be predicted, suhstantiol additional capital expenditures and increased operating expenses.
the am:ant of which cannot be estimat:d at this time, will be occasioned hy the Company’s
orminuing effort te deal with envirunmental problems arising from fts activities and to comply with
the statutes und regulations referred to above. However, the Company believes that compliance with
enviroumental protection requirements will not adversely affect its competitive position in the industries
in which it is enguged. Pallution comtrol requirements resulted in capital expenditures of approximately
$31.264.000 fromn 1672 through 1976, The Company expects to invest an additional anwnnt of approx-
nately $10.72000¢ in pollution abatement facllities v 1977, $3,.380,000 in 1978 wnd 37820000 there-
after. No assurince cun be given that the amounts actually invosted will not be Jagger.

On Augus 3, 1971, the Company entered fnto an agreement with Repaselaer Coumty Sewer
Diatrict No, 1 for the construction, operation and maintenance of seeundays treatment facilitios for
the industrial waste discharge from the Compaay's Rensselzer, NUY. chemieal sanufacturing plant, The
Compuny’s obligation for the first year of operation, which commenced i June 1976, is presently esti-
mated to by in excens of 3320000, OF this sum, approximately $88.000 s cstinudnd to e attributable to
cleln service. It is anticipated that the operating and maintenasice costs for this tacility will increase in
the future while debt service costs will decrease. The Company’s debt servive obligation, however, Is
expocted to contimme for approximately 27 years. In addition, the Compuny will be ohligated to pay a
partion of fixed aperating and anaintenance costs of the plant thrmgh Jrue 30, 1490, Primary treatmant
for the Industrial waste from the Company's plant. ax well ax the fidustrial wastes from a plant ewned
by Sterblug Drug Ine, (“Sterling™), is being provided Dy fucilities located udjseent o Hwe Company’s
plant. Such facilities have been constructed with the priceeds of pollution contrsl revenue houds
{ which are imconditionally jointly guasanteed by the Compaiy and Sterling) sold on July 1, 1974 by
the Rensvelacy County Industrinl Development Agency, on which date both the Company and Sterling
entered ito « ten year lense for such fucllities.

Un September 28, 1973, arzd May 24, 1974 pallution cuntral fizncling, arranagerents were enterd
inte with, respectively, the City of Calvert Cley, Kentucky and Brotse Counly Industrial Develop-
nunt Agency (Broome County, New York) pursuant to which pollution control revenoe bimds were
issteed in the respective privcipa] umonnts of $2.70000 {of which 30,000 has heen prepaid) and
£2,500,000, On June 28, 16875 the Company entered Into an additional $750000 pallution control 8name
ftg with Broome County Industrinl Development Agency. relating to the project involved in the
1974 Buancing. All such tamds ure unconditionally guaranteed by the Company and the procecds were
used in connection with pollution control facilities at the Company's chwmical plant in Calvert City,
Kentucky and photo products plant in Binghamton, New York,

On Feimuary 20, 1978 tie Compuny entered into an installmsent sale agreoment with the New Jersey
Ecunomic Development Authority {the "Authority”) for the purchuse of paliution control facdlitics to
b constrscted by wid- 1077 adjacent to the Company’s Linden, New Jervey chemicul plant with the

of pollution conteol rovenue honds in the aggregate principal amount of $10000,000 sold on
that date hy the Authority. Payments under the installment sale agrecment are assignes to thr payment
of the Authority honds. which ure ulso tmeonditionally guaranteed by the Company. The Company s
presently negotiating the use of similar types of fnuncing for pollution control facilities at other
locations.

The federal Occupational Safety and Health Administration (*OSHA") has prrumulgated numerous

ons dealing with varlous wspects of the Company’s operations, includiug regulation of per-
missible levels nf nshestos Shres In mannfacturing facilities. The (RITA regulation applicable to
asbestos processing and fahricating facilities established u permissible level in the aceupational work
atmosphere of five fibres of ashestos por cuble centimeter of uir. Thix permissible level was reduced
to two fAbres per cubic centimeter v July 1, 1976, The Compauy's manufscturing operstions were

7
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in snbstantial compla ‘o with the five-Bhre standard und the Company believes ity operatiom are
sithatuntinlly {u comphars  « ith the two-Abre standard, Ua}A 15 preseutly proposing a further reduc-
kit prermissible level to wio-lalf of an oshestos 8bre per tabie centimeter of wr The outeomd of
this proposal and of the effect of any standards which nmy resuit therefrom ceannst be predicted at
thix timse, At present the Company is not aware of any adequate substitute fur ashestos in the prodae-
tion of roofing felts,

On November 25, 1875, OSHA issued u propuesed regulation governing various aspects of in-
dustrial use of ummonis. The comment period on these proposals expired in Aprit 1976 aad it s
expected that OSHA will either issue a revised proposal or call pubilc bearings ou the existing
proposal iu the near future. In addition, OSHA has proposed to terminate the exemption of the diazo
nchustry from an existing regulation govoening anmenia use, The Company believes that impletnenta-
tion of either of these proposals would make diaze reproduction uperations economjeally unviable
for all but a few of its diaze customers.

‘The new federal Toxie Substances Controi Act is expected to have a significant effect on the
Company's operations. As regulation unde. = Act have only recently been proposed, the nature and
full extert of the impract of this legislation is not completely ascoertainable at this time,

Employerr.

At Junuary 31, 1977 the Company employed approximately 20,600 people. At sich date. approxi-
nutely %434 employees in the United States und Canadu were represented by 70 unions under
contracts which vre effective, in most cases, for two or {hree yoar periods. Employee relations at all
of the Compuny's plants have heen generally satisfactory. During 1976 a three week stoppage oceurred
at the Comipany’s San Francisco distrthution faclity 2nd & one week stoppage at the Binghamton, New
York photsgraphic products plant. The Company fas in effect various benefit pluns which include
retirement plans awd group insurznce arrangements providing tife, accident, hospital, surgical sad
wedical coverage. The Company and. in most cases, the employees contribute to the costs of the
msurance arrangements.

New Business Ventures

On June 7, 1676 the Company's whollv-owned subsidiary, GAF Broadcasting Company, Inc.,
scquired New York City radio station WNCN-FM for the sum of $2,200,000, WNCN gained national
attention in late 1974 when it changed its programming and discontinued playing classieal music.
WNCN has subsequently retwned to a classical music format. The Company has budgeted additional
capital expenditures for the construction of a new broadcasting counplex and the improvemeut of the
dation’s tranamitting quality.

On Decembes 22, 1976 the Compuny purchased the medical prodicts division of United States
Radium Corporation for a price of approximatel> 825 willion. The divislon manufactures x-ray
intensifying screens, x-ray cassettes and related accessories,

International Operations

The Company's International cperations, which are consolidated in the net sales and income for
the Company's three product sales group?, inchule export of the products manufactured by the Com.
pany in the United States {principally its sheet vinyl, acetylenes, industrisl photographic and con-
sumer photographic products) wwd the apertions of the Company's foreign subsidiugies. Sales
by foreign subadiaries are principally in Western Europe, Subsidiarics are also active in Australia.
Canada aid elsewhere. For 1973, 1974, 1075 and 1976, tie Company's international operations, uclud-
ing export sales from domestic vperations, accounted for approxtuately 1%, 17%. 17% awl 16%.
respectively, of ita net salos for such years.

In general, during 1973, 1874 and 1875, the ratio of operating profit to sales in international opera-
tions excoedad such eatio in domestic operations, and intvmational operating profits in 1873 were
ulmost double those of 1572, However, in 1975 due tu economiv conditions in Europe und the effect
of forelgn exclange Huctuations, the ratio in intermaticnal operations wus helow much ratio in
domestic operations, Ser Ttem 2, "Sumnury of Operations — Management’s Discusion and  Analyxis
of Summary of Operations” and Note 3 of Notes to Consolideted Flnancial Statements for tnfoumation
a5 *2 forelgn operations, See “Chemical — Hecent Develcpments™, “Photo & Repro — Recent Develop-
ments™, and *Bullding Materials — Hecent Develspmenis” for discunsions of comstenction of 4 new
chimieal munufacturing plant in West Cermuasy, expansion of the Company's European photo | sine
Fueilities. und constrikiom of o new sheet vioyl manufactwring fucdlity fu frebund,

L]
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Ttem: & Summery of Operasions

The following data with respect 11 lines of business and summary of operations of GAF Corponi-
tion and Consolidated Subsidiaries shouid be read fn conjunction with @5 riotes and Managoment's

Discussion and Analysis of Summary of {perations appearing in this ltem aod with the other con-
solidated financial statements and related notes appearing under Item: 10, “hmucial Statrments,”

GAF CORPORATION AND CONSOLIDATED SUBSHNARIES

LINES OF XUSINESS {(NOTE A}

M7
230,100
A3 xR

toeb geu

Direct Operating Profit {Lons) b Group:
Chemical {Notes D wod 14) § 25,790

18,256
4R8LL

3 M9.887

SUMMARY OF OFERATIONS {NOTE A)

Expenses
Direct Operating Profit (Notes D and 14) .

Interest
Other {Notew B, C and &}

T L

Laws Prefevred Btock 1¥videad Requirements . ...

|5 senqjee
& Gl e

Notes to Summery of Operations Follow,
“ar ~nrical Note References are to Notes to Consolidated Financial Statements.
9
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GAF CORFOr ATION AND CONSOLIDATED SUBSIDIARIES

TIOVES TO SUMMARY OF OPERATIONS

Hv“ At

T he Company re sorts its op erativis on the basis of responsibility sccountin:, whereby tle various
lines f husiness we weusured after the assignment of only those items of 4.come and erpense for
whuch each lne of buziness is directly responsible. Accordingly, the Company c.nes rot provide for the
allocatfon of interest and other debt »xpense, the cost of certain fumctions that ~erve more than one
line of business, and cettain miscellaneous expense und Income § . ..

Note B:

During 1974. the ('ompany relocated certain staff and udministrative activities from its New York

City offices 1o « new facllity in "Vayne, New Jerscy and established s roserve for costs evperted to be
incursed, Activity i the resc :ve has been as follows:

1970 it 1974
Dol i Thousaids
Reserve balance ot Januaey 1, .. ... ..., ... .. .... 24U $2.681 -
{ocrease (decrrane } In reserve:

Estinated refocation costs L7
Actual costs newrred .. . . ... ... {408) {9e) (2.384)
. Revisd estinute of subleas incowe . ... .. | . 1750) .. e
Heterwe halance st December 31, ... e 81908 2484 42,861

The relocation costs have heey reported as part of Unallocated Corporate Expenses — Other,

Nota C

Cains of $5,523,000 and $8.359.00C i 1 1974 and 197, respectively, were realized on the rescquisi-
thon of 545 Convertible Subordinated Notes, Such gains have been reported as & veduction of Un-
allocat . Corporate Expenses — Otlwr.

Nots Ds

During 1973, the Company curtalled the dyestuff snd pigment operations at (ts Linden, New
Jossey plant, resulting in 8 charge to direct operating peofit (Chemical Group) of $5.042.000,

"
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MANAGEMENTS DISCUSSION AND ANALYSIS OF SUMMARY OF OPERATIONS

1976 Compured with 1975

In 1478 consolidates? sulew increased 81141 million (1097} to almast S1.1 bitlion, Record sules were
wchieved in all worldwide product sules groups primwrily as a result of higher unit volunws in most
mafor products and, to u ksser extent, price increases. Cains in roofing and sheet vinyl products in
the US. remuvation market were the major contributor to the $49.4 million (1395 ) increas: In Buildhg
Muterigls rales. Chemical sles incrensed 83268 millin (14%) relocting gains in all major prud-
wt lims except agriculturyl chemleals, which declined sharplv Pholo & Reproy siles incressed
$14.1 million (4% ) lurgely a2 u result of industrial phato. photofin‘shing. ex] business fonny gais.

Dirat operating proft declined 3118 milllon (13%) princinally as a result of the contined
inability o pacs on higher manufacturing, costs wnd operating expenses. The Phuio & Repro group was
most reverely affected, losing S2.8 million, a §7.6 mibon decline frown the prior year. The Chemical
group although aperationally ahead of last yeur, fell behind as a resub of - 1976 noneecurring $3.5
millira: pretax provision for a silver shortuge, Chemicul earings were also unfuvorably affvcted by a
charge In prodwd mix resulting from decreased nales of agricultural chensicals partic.ly olfset by
inct eases in sales of other somewhat lowsn-mangin products. Bislding Materlals profit dosdined $3.4
mi'lion (7% ) primarily as u result of gene. ully higher co.is of rew natevials, eneryy, labor, s distri-
bestion. Consulidated profit for 1976 was further reduced by soveramee costs resulting from s persoonel
raductios program aimed at impraving future profiv.ilit,

Intemational operating profit as expreised i dolbarr decliand, .« e wichunge vates for certain
of the currencien in which mch profits were sarned deciined agstnst the doilwr, Avkditionally, such
profits, expressed in keal currencles, declined a6 2 resur. of increwsiug mumfachsring cowts which
comld not be fully offset hy price increases hacause of price untrols, focal competitive conditions wsd
the slow ceenomic recovery in Western Eurupe,

Umallocated corporate interest expense comtinued to taper off as - result of Jower interest rates and
munagement’s efforts to mininize short term borrowings during the year.

Other unallocated corporate expenses incronsed $5.4 million (20%), In 1973 there wus & M0
mifllon nontaxable gain on the & le of technokogy to the GAF/HGls joint venture. A $1.5 million (¥05
million after-tax) swing in foreign exchange, unfavorable to 1978, also contributed to the increase In
other unllocated corporate expenses Generally, corpomate staff oersting cxpenses reflectad normal
vost increases consistent with an inflationary economy. Legal cxperves related to the luwsuit ugainnt
Eastman Kodak increascd sharply as the result of intensiied preparation for trial,

Income: taxes provided for 1076 were $5.3 milllors (349%) below tast year malnly as the remit of
the docline én pro-tux income. The anoual effective *ax rate of 34.4% was higher than last year's mte
principally as & result of the nontaxuble nature of *he above mentioned $4.0 millon gain reslized
lnlm'

Rents increaed $2.5 milllon (1795) primarlly us o result of higher costs due to inflation snd the

expansion of the GAF leased truck, wito und chemical tank car Seets which was necessituted by in-

creased business activity,

1978 Comparsd with 1074

Consolidated sales incrensed $15.8 million (29} in 1975, with the Building Materinly and Phote
& Repro product sales groups up 3% and 295, respectively. The incrense resulted from higher prices Iy
maost major product lines, purtially offset hy generally lower unit xales volume.

Higher Bullding Materials sales of $11.7 million were principally due to strong gaios In the US.
re-toofing market. Incressod Photo & Repro sales of $5.9 millios were largely the resukt of selling price
increass. Chemical sales declined sliphtly (8240 million, 1%) reflecting depressed cconomie activity
worldwide. Decreased volume of domestic folt, acetylene, and specisity chemieal Hovs more thay
offset significant sules mﬂrl in agricultural chemical products.

Cost reduction progrums succeeded in holding direct operating expenses at levels only slightly
higher thai in 1974, Sefling cxpenses Incrensad In line with planned pursonnel incresses und programs
for deeper market petetration. Administrative & gwneral expeuses increased primestly due to higher
costs of services,

Direct opersting proft declined in both the Chemical and Plwto & Hepro groups as o rosult of
lower sales volume and operating levels ut manufacturing plants, und the inubility to pass on alf cost
increases. Building Materials profit was sdgnificantly above W4 due to selling prive inereasen and
higher volume in the latter half of 1675,

A
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Unallocated corporate interest expense tapered off from 1974’s broh lovels us o result of reduced
prime rates and reduotion of short term debt through internal &nancing.

Other unalloceted corporate office expenses {or 1875 were $6.1 million (19%%) lower then 74
primarily as & result of a $4.7 million favorab- char.ge between years in forelgn exchange and a 1975
nontaxable gain of $4.0 milllon reulized on the sile of technology and kmow-how to the GAF/Hul
Chemie ¢.m.b.H. joint venture, These were offset in part by the nonrecurrence of three items in 1674
representing o net pre-tax 819 million gain reslized rom 3 $5.5 milion profit on repurchase of 5%
sunvertible sbordinated notes end » $1.4 million profit on sale of three propesties partially offset by a
charge of $37 ralllion amocisted with the move of administrative activities to Wayne, N.J. Cost In-

crenses resulied from increased stafl operating expenses, legal costs, and inflatiomary administrative
costx,

Provision for 1975 income taxes decreased 355 million (209%) due to a pre-tax income declite uf
$3.1 miillon (0%) and sn 49 percentage puint decrease In the effective tax rete due to the above
noted 84 million nositaxsble gain, langer investment tax credits, and greater henefit from exporting
ativities,

Priov Yoars

Duting 1974 the Company adonted LIFO accounting for dyestuffs and pigments inventories at its
Hensseluer, N.Y, Clemical plant which resulted in increased cost of products sold of $3.9 n {ilion {with
a favoruble income 1ax and cash Sow effect of $1.8 million ),

In 1973 a 96.4 willion profit was realized on repurchase of 556 convertible subordinated notes,
which vas repoeted under other unallocated corporate sxpense,

Subsequent Develunaients

Severe weather conditions during January and Pebruary 1977 adversely affected the Company's
sales and eamings, particularly in the Bullding Materials and Chemical groups, although incomplete
reialls indicate some improvement in March. White final (unaudited) sesults of operations for the first
yunrter of 1977 are not yot available, the Company anticipates that direct opersting profit for the
first quarter will deciine sharply from the first quarter of 197¢. This does not take into account the $3.7
million due the Conpany, as dezeribed under “Chemical — Recont Developments.”
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Ttem 4 Pavenis and Subsicieries.

The Registran? has no parent.
All subsidiaries named below are included n the Consolidated Financial Statements.

e T
Comiry of

Incorporation Ownad
United Seates -
GAFBmduﬁurgCompmy.lm.. ... . .. Delware 100%
GAF Communicstions, Ine. .. . ... . .. .. .. . Delaware 100
GAF Hawail, Inc. . ... .. . | [ O 100
GAqudemtmn eie .. Delaware 100
GAF Realty Corpontion e Delawure 100
Genani]l Realty Corpometion .. . e New York 100
Lenco Photo Products, Inc. . ) .. Delaware 100
Brasll
GAFdoBrasil . .. ... . ... ... e Brazil 100
Canada
Chemical Developments of Canads, Limnited . Canada 46(1)
GAF (Canada} Limited . . . . ... .. ... ... Canada 100
Mexico
CAF Corporation de Mexico, S.A. de CV. . . Mexico 100
Europe
GAF (Belglum) NV, . ... ... .......... ........ Delgium 10
CAF (Danmark) A/S = . .. ... «.vev -+ Deomark 100
GAF {]eutschland} C.mb.H. L West Germany 100
CAF (¥ranne) SA., . France 100
GAF (Great Brlhin} Limited . ... e o England 100
GAF (Hellas) S.A. ... I 100
GAFJHﬂI:Clnmie GmbH. C West Genmany 50(1)
CAF (Ireland) Limited .. = . = ... . Ireland 100
GAF{IHIII]S.I’.I.... Y (7 100
GAF (Nederland) BV, . . Netherlands 100
CAF (Nowge) AIS .. e e e eiiwe oo . Norway 100
GAF (Osterreich) CmbH, . .. Austria 100
CAF (SuomD) Oy ..... ...... ....... ... ..... Foend 100
CAF Svenska AR o e, Gweden 100
GAF (Switzerland} AC. .. ... ... .. . Switzerlond 100
Africa
GAF South Africa {Pty) Ltd. South Africa 100
GAF Japen Ltd, . Japan 100
Avstralia
W(Amujﬂymud . oo . Australia 100
GAF (1672) Pty, Limited .. oo Australia 100
Middls East
GAF {Israel) L2d, . I £ )] 100

(1) Included in the Comsulidated Financial Stateents avr the equity method. Individual Bnancial
statemuents of thewe subwidiaries have been omitted beouse they are tmmaterial,

Not included in the nbove schedule or consolidsted s the Consoliduted Pinancial Statements are
other sulsidisries which, if concidered in the aggregate w a single wbeidiary, would not co:atitute
o signifioant subsidiary. Individual fnancial dsternents of such subsidiaries have been omitted,

Item 5. Legel Procesding

O April 30, 1973 the Company commenced an anfittust mction against Eastman Kodak Company.
This action is described under the caption “hoto & Repro — Receut Developments,”

The Company and Amchem have commenced Etigation agsinst one ancther in severs)
the world. The Ltigation relates to a growth regulator which is

sold by Amchemn ss Ermm® and by the Compuy s Corma® In several Europesn ooun-
tries and in the Unlisd Stntes Patent Office, the litigation comnslst of interference proceedings. The
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interfurence proceedings hrought by the Company in the United States Patent Office were disimissed and
in April 1075 a patent relating to curtuin pasts of its applivation issued to Amchem. [n fune 1973 the
LCompany commenced & declaratory judgment procecding in the United States District Court tor the
Eastern District of Pennsylvania seeking to huve tlie patent granted to Amch m declured invwild and to
ubtain other appropriate relief, In & separste avtion brought by the Compuny in the Urited States
District Court for the Eastern District of Penusylvania the Court granted Amchent’'s motion for suni-
mery judgment dismissing the Company’s suit which sought the assigmment to the Company of all
Amchen’s foreign use patents on the invention of the plant growth regulator aud the establishment of &
comtructive trust in favor of the Company with respect to all of Amchem's profits on Eneum.® zales.
The Company is sppealing the decision. In another action brought hy Amchemn in the United States
District Court for the Northern District of Georgla, the Court entered judgment dismlising Amchem's
suit seeking to cunce] the Eovironmental Protection Agency (the “EPA”®) registration which the Com-
pany had obtained for Crrna®, upon the theary that the Company had obtained such registration pur-
wiant to procedures inconsistent with the Federal Insecticide. Fungicide and Rodepticide Adt, ax
amended. Amchem appealed from this judgment and the United States Court of Ap:puals for the Fifth
Circuit remanded the matter to the distriet court for the purpose of determining the effect, if any, of
recent amendments of that act upon that court’s judgment, Upon remand, the district court ruled in the
Company’s favor, determining that such amendments had no effect upon the outcome. Amchem is
sppealing this ruling.

In 1974, the Company and eight other United States manufacturers of dyes were indicted on
charges of engaging in a combination and conspiracy to fix. raise, and maintsin prices of dves in the
United States in violation of Section 1 of the Sherman Act. The government simultaneously brought
a civil action, which s stiil pending, seeking an injunction against the alleged conspiracy and sny
other conspiracies ar practices of a similar import. Later that the Company and seven other
defendants entered, and the court accepted, pleas of nolo contendere. The Company wus fined $43,000
in this action. Shortly after the indictments and civil actions referred to above, six private civil actions
were brought against the same defendants by plaintifis ng to represent all purchasers of
dyestuffs from one or more of these defendants or their co-conspirators. These actions were
consolidsted {u the United States District Court for the Southern District of New York which, in
1975, approved a stipulation of settloment providing for the defendants’ to establish a common fund
totaling $15,000,000 for satisfaction of the validated claims of members of the plaintiff ol w5 The
?mmmmmmmmhmmwnmﬁddmhfdnewﬁpmﬂm

During the first quarter of 1978, the Company began an internal investigation of an sbuse of one
of the Company's cooperative advertising programs durirg the past several years involving 3 major
domestic customer of the Photo & Repro Group, Fallowing a preliminary Intemal investigation, the
Executive Committee of the Board of Directors directed management to cause special outside counsel
to conduct & comprehensive investigation of the abuse. That investigation was completed and special
counse] reported that a senlor buyer of thet customer, without the knowledge or consent of respon-
sible management of the customer, during the period 1870 thraugh 1975 obtained or directed delivery
to himself and others, rather than to the customer, of between $150,000 and $175,000 worth of
merchandise. Special counsel has also reported that nothing In [ts investigation revealed any facts
which could iead one ressonsbly to holieve that any of tha Company’s directors or senfor management
had any information concenning the abuse until it was discovered in December 1975, Management is
of the opinion that the abuse of the cooperative advertising program had no material effect upon, and
that termination of the merchandise redemption feature of the program has had and will continue to
have no material adverse effect upon, the Company’s business, financial position or results of operations
considered as 2 whole, The Company has filed Current Reports on Form 8:K with the Securitics and
Exchange Commission as to the investiguticn and its revlts, The Company does nat deemn the matter
tr be material,

As of March 15, 1977 the Company was a co-defendant in upprodimately 300 lawsults involving
alleged health claims of non-employees relating to the inhalation of asbestos flbres. In the two such
Jawsults in which judgment after trial was entered against the Company, damages were awarded
against & number of co-defendants, including the Company. The Compuny has settled certain other
lawsuits irvolving simélar claims. It is anticipated that additional suits may be filed by industrial in-
sulstion workers who heve been expased to asbeston dust st nimerour constriction sites where insula-
tion materlals manufactured by the Company and others were used, The Compuny his ivmurance
coverage, which is generally subfect to a $50,000 deductible for legal fees anl costs of settlement or
judgment ax to each case, with respect tu action: o chis type. Because premiums pald with regard to
such insuranve are experience rated, # the Comysny hus sn adverse ks experience with respect tv
such uctions, its premiums will be increased ta refiect such ks experience. A number of employces ad
former employees have alwo Bled clalms for diseases assoctated with the inhalation of ashestos fibees
tisder upplicable workmen’s competisation Jaws, The Company is self-Insured with respect to some of

%

o L
1
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these claims, & number of which have heen settied, The cost to the Company of such settlements and
awards in connection with these workmen's compensation clsims is rot resdily sscertainable. The
Company does not believe that the disposition of these existing actions and workmen's compensation
cinims will have & material adverse effect on the Company'’s financial poeition, although the effect on
the Company of actions of this natuse which may i Rled in the future cannot be predicted at this thne.

Tire Couapany is & defendant (generally one of several) in u number of cases and claims involving
allegedly defective roofing. While the amounts claimed in a number of these cases are substantial,
the recovery, if any, from the defendants i generally appoctioned among them and it is therefore
unlikely that the Company woold be required to bear the full burden of any judgment or settiement.

Item . Increawe and Decresses in Outstanding Securities.
(a) Equity sseurities,

Staels

Number of sharus outstanding at December 31, 1875 . 3,029,308 13,209,141
Conversion of Preferred Stock:

March 17,0978 . ............. ... e (20) 25

Jaly 1, 2676 .. . . ... ... ... (28) a5

August 23,1878 . ........................... (110) (188) 137 197
Shares é&& E&ﬂ!ﬁhng and Unre-

Aprl 7, 1970 ... .. .. e {2,000)

November 3, 1976 ... ....................... (3,000) {5,000)
-nﬂnﬂﬁ of shares under Incentive Compensation

Muy 1, 1978 .. 118

Juse 1, 1000 ... 305

September 1, 1976 .. ... ... ... ... . .. 0 454

From unisoed shares
March 16,1976 ..... ................... 500
Aprl 3,197 ........ ...... .. ....... 4,500
Aprii 28,1076 ... ... ... ... 750
May 8,107 ... . ... ... ... 310 6,080
From tressury,
September 27,1970 . .. .. 2850
Nutaber of shares outstanding at December 31, 1978 . 3,009,002 13,238,748
Number of stock options cutstanding at December T T
Options exercised —sevabove . ... . .. ... ... {14,410}
Options terminated —~ various dates .. ..... ...... ___ (4,400}
tions outstanding at December
N T ek o cuunding w4 Do ‘ _ 80
% Convertible 334% Cosvertible
. . Notes
Principel wmoutn outstanding st December 31, 1075 .. $8,900,000 $ 3,200,000
Annual propayment of principal on Aprll 1, 1976 .. .. - _ (200,000}
Principal mnount uutstanding at Decernber 31, 1970 . #EX0 4 3,000,000
(h) Exemptad saln,

On Apsi} 27, 1976 the Company lsned $65,000,000 in principal amount of 8456 Senior Notes due
March 31, 1991, vs described in Item 7 of the Company's Form 8-K for the month of April 1978, which
Item, bs incoyporeied herein by reference.

Nuring 197# the Company issued 454 shares of preferred stock to former eniployee pursusit to
the terms of an Inceutive Compensstion Plan sssumed from The Ruberoid Co. The socurities were
fasued in relisnce upon an exemption from regivteaticn provided by Section 4(2) of the Seonritles Act
of 1639,
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Items 7. Approximate Number of Fquity Security Holders,

Holderx of outstunding eqquity securities at Febroary 28, 1977:
(8)

Thte o Can Racoed Hotders
Preferred Stock ($1 par value) 8383
Commun Stock ($1 par value) 64521

5% Convertible Subordinated Notes
518% Convertible Subordinated Notes

Ttem 8. Exccutior Officers of the Regletrant.

The names and ages of the executive officers of the Registrant ws of March 25, 1977, the date
from which they have served as officers, and thelr present positions with the Registrant ure as follows:

12

Jesse Werner . .. e oo . 80 Januvary 1858 Chainnun of the Boara and President

Philip B. Dalton .. . . 53 Septemher 1964  Executive Vice President

Juliette M, Maran . . . ... 58 October 1987 -  Executive Vice President

James T. Sherwin ..... . ... 43 Junel897l Executive Vice President

Frank T. Campagna . . .. 51 July 1973 Senior Vice President { Intersutional )

James M. Clooey . ....... 58 Avgust 1966 Senior Vice President

R. Power Fraser, [r. 53 June 1084 Senfor Vicw President { Photo & Repro)

johaF.Gow .. . . 57 June 1871 Semiar Vice President (Persounef)

JosephG. Hall ....... ... ... 87T Mayls70 Senior Vice Prexident ( Building Materials)

Jay R Olson . .. . 43 September 1970 Se'l;_w Vice President ( Finunce) and

redsurer

John A. Brennan . . ... .. 45 January 1977 Vice President { Photo & Repro Murketing)

joha [. Butier . 43 October 1972 Vice President ( Building Materinls
Marketing)

George F. Dappert 55 Novemher 1974  Vice President {1nternational
Manufacturing )

Thomss A.Dent .. ...... .. 855 October 1967 Vice Prasident { Technical Services )

Leo].Faneuf . ... ... 51  November 1974  Vice President { Bullding Materials
Manufacturing )

Alfred Coduldig ... ........ .. 41 December 1974 Viee Presiden: (Public Relations)

Simon W. Kantow . .. . . 5 August 1972 Vice Prexident { Research and
Development)

Frederick W, MeNabb, Jr. . . 44 November 1974 Vigem President, Generul Counse] and

retary

Richwd C. Mullen . ... .. 40 Novemher 1974  Vice President (Photo & Repro
Manufacturing )

Alived P. Himnlinger . ... .... 00 jJanuary 1972 Vice President ( International Services}

Jack Scheckowitz ... ......... 48  January 1972 Vice President {Marketing Servicen)

Raymond W, Smith . 38 November 1074  Vice President (Chemteal Marketing)

Richad F. Smith .... . ..... 38 November1974 Vice President (Commerciasl Development )

A Eugene Stillman = ...... . B2  September 1975 Vice President and Contruller

Frank . Wetherdll .. .. ..... S April 1075 Vice President (Chemical Manufacturing)

Dr. Wetner ls a member of the Executive Comnittee of the Board of Direvtors of the Registrant.
Dr. Werner. Mr. Daltou, Miss Moran and Mr, Sherwin are directors of the Reggistra

All of the executive officers, except Mr. Brennan, who wis elected at » meeting of the Board of

Directors on january 14, 1977, were elected by the Board of Directors on Aprll 27, 1976, All of thw
extcative oficers were elected to serve uutil the fiest meeting of the Hoard following the next Amsual
Mevting of Stockholders. There s no family relationship between any of the executive officers.

All of the executive oficers named above have boen in the employ of the Registraut or its tab
sidiaries for more than five yeats except as follows: Simon W Kantor was Manager of the Polymer
Chemistry Branch of the Geners! Electric Company Research Development Center In Schenectady,
New York until he foired the Registrant (n August 1972. Alfred CGeduldig joined the Registrant in
1974 and prior to that had heen a public affairs executive with Mokl Ofl Corpocation. Prior to folring
the Registrant in 1974 Frederick W. McNabb, Jr, wan Vice Presidont, General Counsel and Secretary
of Cootinental Investment Murporation. Prior to joining the Registrant in 1975, A. Fugene Stillman wan
Vive Preaident-Finance of Bauscl, & Lomb, Inc.

Toom 0. Indewswification of Dieectors and Officers.

Ttem © is omitted pursuant to Genera! Instruction H, as the Information rerquired is inchanged
from that set forth in the Registrant’s Form 10K filed for the vear emded December 31, 1971,

\7
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Ttowm 18, Financisl Sislemenis ond Exhibits Plled.
(s) Finencial Statements.

(1) The following fnancial statements of GAF Corparation and Consolidated Subsidiaries are

ocontained on the {odicated pages:
Page Number
Opinion of Independent Certified Public Accoumtants . .. . 19
Comsolidsted Balsneo Sheet &s of December 31, 1978 and 1975 . . .. 20
Consolidated Statement of Income for the two years ended Decem-
ber AL, 100 e 2
Consolidated Statecnent of in Financial Positton for the two
yoars ended December 31, 1978 ... .. ...... ... ...... 23
Consolidated Statoment of Stockholders’ Equity for the two
INotes to Consolidated #Financial Statements ... ..... ........... B
2) ‘The following schedules for the two years ended December 31, 1978
( ,mm.hnrm!hehmudm= -
Scheduls V- Propeety, Plant and Equipment 81
Schedule VI — Aocumulated Depreciation of Property, Plant and
Equipment 52
Schedule VII — Intangible Asets 83
Schedule VIII = Accumulated Amortization of Intangible Assets $-4
Schedule XII — Valuation and Qualifying Accounts and Reserves 85

financial statements of GAF Corporation are omitted because fts total assets, exclusive
of investments in and advances to consolidsted subsidinries, constitute 75 per cent or mare of the
total essets shown by the latest corsolidated balance sheet filed and total gross rovenues for the
latest period for which profit and loss statements are filed, exclusive of interest and dividends received
£rom, or equity in income of, the consolidated subsiciaries, constitute 75 per cont or more of the total
gross revenues shown by the consolidated profit snd loss statements flled.

Schedules, other than those listed above, are omittext hectuse of the absence of the conditions
under which they are required or becuuse the required informaticn, wheae material, is shown i the
financial statements or the notes thereto.

(b) Exhibitn

B(1) —fwu‘c;lﬁu Incentive Compensation Plan (as amended through December 14,

(2) —1978 Stok Option Plan,

3 ~Deod of Swety and Guarantes, dated February 27, hhvuofuﬂum

@ mmmn-.uumwvg"mma tjver-
Mwﬂuﬁmmwdmdﬂmhn.lﬂSumaw
Spanr-en Lijfrentekas, Nationale Muueh‘ﬂﬂj Yoor Krediet Aan de Ni d
MW&WM)N.V.MW& th amendments thereto Febru-
ary 25, 1076 snd October 14, 1978 (with English translations).

(4) ~Conformed te Note A betwaen the Company and certain jnstitu-
tional lendery asof , 1978,

{5 —Form of Confirmed Line of Credit Agreements between the Company and various

c{1) —E:n mtﬁncfhmlmpuhmmlhmfadnﬂw?msaddm

PART I

Toerns 11 through 15 are omitted pursuant to General Instruction H since the Registrant has flled
with the Commision pursusnt to Regulation 14A & definitive proxy statement for its 1977 Angual
Masting of Stockholders, which involves the eloction of directors.

SIGNATURES
Pursesnt © the requirensects of Section 13 or 15(d) of the Securities Exchange Act of 1934,
hwumwumuhmummwn-mm
cluly snthovized.

GAF Conronition
{Regletnat)

Jamrs T, Sumrwin
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OPINION OF INDEPENDENT CERTIFIED PUSLIC: ACCOUNTANTS
GAF Corporation:

We have exe.nined the conechidated balunce sheet of GAF Corporation and ity consolidated
subsddiaries . of December 31, 1978 and 1975 and the related cosolidated statements of incone,
stocklidde-s” iquity, and changes in Snancial position for the years then ended. Our examination was
made in accarduner with generally sccepted anditing standards and, accondingly, included such tests
of the accvuting records and such other auditing procedines as we considered necessary in the
circurnstances.

In our opiriam, such financial statements presemt fairly the #nancial pasition of the cosapanies
st December 31, 1978 and 1675 and the results of their operations and the changes in their #nancial
puosition for the years then ended, in confurmity with generally accepted acommting principles apglied
un a consistent basis.

Our exumination alse comprehended the supplemental schedules for the years ended December
31. 1476 and 1975, ax listed in the table of contents in Item 10(a). n our npinion, such supplemental
schedules, when considered in relation to the basic financiel statements, present fairly In all materia
respects the informatica shown theredn.

Haszams & Setax

New York, New York
February 7. 1077
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED BALANCE IREET

See Notw to Consolidatud Financial Statemect.
20

ANETS
Docomber 31,
i i
Dellory ia Thoussads
CURRENT AMSETS

Cah .. .. ... I 3 [ ¥ ] $ 3553
Marbrtahle sscurftion, at cost whick approvinates ouated wavicet valoe .. ... ... H“He 4,178

Actounts receivable — trude, less allowancr for doubtful rorounts — 1978,

0444000 1978, 4008000 .. . ... .. . ... Ll 156,138 151,33
Accounts reosivable — other ... ... ... ...l il 10,887 1015
inventaries (Nokes | and 4) .. ... ... ... ... ..............

Piabhed pods .. .. ... it e et acie e 123,840 106,180
Work o pooess .........ciiiiiin e 81,108 4880

Raw matevfals and mupplios ... ... ... __BaORE T
Total ioventordes ........ .. ... ... ool ol 258,400 £0041
Propald DXDORESE ... ... e s ) . 658
Totel curment REERtS ............ . .iieiiiieeeiiiiiaes e 481317 _436.504

PROPERTY, PLANT AND EQUIPMENT at cost { Nodes | snd 5}
Tand and Jend iwprovesments ....... ... e 15878 15,083
Buildings aod bullding equipment .............. ..o 108,048 104 588
Machinery and equipgmnemt .......... ... ..ci ci e e £77.708 270830
Construction in DrOgIodd . ... ... ... iliiiiiis i e __29003 __11p18
Total property, plawt eod oquipmest ....................0e0n0ens 431 535 407,383
Levs nccwculated doprechation .. ..............oooiiiiiiiiiie _1ns 82 _163818
Propesty, plast end equipment — set ................ ... 263243 . BA35CS
OTHER ASSETS

Cost in excens of net aseets acquived (Nobe §£) ............... ....... ... M54 34,790
Other nvestwenty and sdvances (Note 8} ... ...... ... ........ ... .. 8,303 8,153
OUENIT BISEI . ... ..ottt e e 81 a8
Total ofher asssls ... ..........oviiiiiii i _ 53 Enas
TOTAL ABBETE . .........cociiinn torinminnirnsanencinnss S/854TS 0548
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CAF CORPORATION AND CONSOULIDATED SUBSIDIARIES
CONPOLIDATED BALANCE SHEET
LYABILITIES
__ DecombeeSl,
o7 i
Dollars io Thousands ,
CURRENT LIAMILITIES ‘
Notes payabie (Note 7;
L~ $ 4072 $ 11,574
Canmerclal paPer . ... ....... . e 5,900 -
Othe (farmdgn) . ... el 14412 10380
Curpent portion of iong-term debt (Nobw 7Y .........ocoiiiiiiiaionannnns 4038 27,853
Accounts payable
T ... . it ariniacaan e e e 60,58k 56,984
OB ... e e 1,7 4,187
Acorved Haldlities
Partoll .. 4,185 4,199
Ratiomant PAD .. .......oouuiii i ras 10,304 9879
Other tRESE ... .......covntiinrriciiiiiirerianiras it 787 5412
BOROROME ...........c.c0iiiiiiiie e ierarae, e rvaeee e, [¥:: 1 1,77
L~ 23,731 20,803
United Stutes and forelgn Moome thaes .. ...............oeoiaiiiiiinin.., A3 __eom
Total current lahditles ...................... evevaer e, 145427 158,768
LONC.TERM DEBT LESS CURRENT PORTION (Note T) ................... 184,883 139,168
TEFSRAED CREDITS {Notes | and B)
DO BB . ... .. e ea e i aeneeran 30,3808 38,231
Investment tax oredft ................ ... L _ .31 _37%8
OTHER LIABILITIES ..........c0ccincneinrnrnraintoniranas cace aneaars _ 4T __ 482

COMMITMENTS AND CONTINGENT LIAILITIES (Nate 13)

STOCKHOLDERS' EQUITY

Proforred Stock, §1 par value, authorized 8,000,000 shares; $1.90 convertibly saries;
farzed — 1976, 3,108,002 shares; 1075, 3,105,708 shares; st amizned value of $1.90

poc share (Nquidation value 1078, $53,314,000) (Notes S and 8) .............. 863 3582

Common Stock, $1 par velwe; suthorized 25,000,000 shares; lwysd — 1978,
13,T70.347 shares; 1975, 11,764,080 shares (Notsa 8 and 8) . ........ ......... 13,790 13,784
Additional paid-io emplital .. ........ .. i et e, 53,080 53,18:
Rotalned eaminge (Nobe T} ... c.. _DEiEas _313,548
b - L7 384,343

Koo . ock Bald in treamsry, at . oab:

Cammon -— 1978, 531,580 shares; 1975, 534,040 ahagws ... .........._.. ... +334 4,380
Preforred — 1970, T0A400 shares; 1975, 70400 shaxes . .................. .. 93 . ]
“Total stockhelders’ equity ... 387,047 _dnp
‘TOTAL LIABILITIES AND §ICCKHOLDERS EQUITY ..... 168473 $720,548

See Notes to Conmliclai >d Financlal Statements.

21
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GAF CORPORATION AND CONSOLIDATED SURSIDIARIES

CONSOLIDATED STATEMENT OF INCOME

_Year Ended December 31,
. 1w 197
Deilars in Theusands
Net Sades ............ ... ... Ceereiae e e .. METDEOT 054481
Costs and Expenser:
<'oat of producte cold (Note 4) ... .. ... .. ...... ™5l %1104
Distribution s selling ..... ... .. ... . 147,738 134,355
Advertising ... ............ ... L.l 18,788 18,408
Research and dewrlopment 17 681 1597
Admisictrative and geneval ... ... 47543 43083
Imtovost (Nobs?) ... 10,000 _iems
Todnl Costy and Expesses .. ................. 1088572 921,518
(rher 1noome {Charges):
Pruvisica for silver Joss (Note 14} ........ .......... (3.500) -
Cafn ¢a sale of technology and know-how (Note 2) ... — 4,000
Oz —~net . .....0 e e, 1 {004)
Total Other Inconie {Charges) — Net . ...... {1.908) Y
Incurne Before Income TAXES ... .....ovvivnenenninnninss 30,003 48,500
Income Tazss (Note 8) ..............ccoovnieiaiiens . 10335 _ 883
Net IIEOMIB . .o e 19,700 N6
Lass Preforred Stock Dividend Requirements . ............. 3,838 _. 83
Ret Income Applicable to Common Stock ..., ............. s _ 18,065 $ 21311
Weighted Average Number of Connon Shares Outsteading . . I_SM _@&
Earniags per Common Share: Dellars
PIMITY .« ..ot te et aas o181 %08
. Folly dfted .............. G i eeerearaeas 3ny
+

See Notes to Consolldated Finaucial Statements.
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

CORSOLIDATEY STATEMENT OF CHANGES IN FINANCIAL POWITION

Yoar Knded Decowber 31,

Fuands Frovided
From operstioss:
Netlncome . .. ........ ... it ivr vanens e e & 19,700 $ 0946

De!uudmmu RN e e e . 4,154 A3
Teanalathon (gains} M—-mm ................. {as1) o0

Icronses o long-term debt ... e e e _Lingss Y]
Totul . ..o C e e 172809 8189

Additions W0 propesty, plant and equigment ... . . . el 48,391 37,008
Cahdividends ...... ... ... ... . . e, 11311 10,508
Rodactions i long-teems dabt .. . ............. ... L. TR414 48505
lovestmant fo joint venhee company .. .. . . . e e — [
Acquisition of common sinck for iesmwy ... . e e o7 10
Properiy, plant and equipment of bustoossws aoquired .. ... ... .. ... 2.155 -
Other sawots of budinewses moquieed ... . ... . .. . .. 1581

......... - oY

’ Totl oorrs e e e e 1T o
Incresse (Docromse) In Working Capital . .... .. .. . .. ...... .. e e 8088 {38485
Working capital, Jasery b ..... ... e e e e 07 AR 204,263
Working capital, December 30 ..., S e D e e $306,560 [
Analysis of Changes (n Workieg Captal
Increase (docronss ) is courvent amots

Cambh .. e e Caeeriaanna. § {8900) $ 18503
Accounts eceivable ... .. . ... Lo L Ll L BASY (530)
Invevtories e .. I e e 87540 {18518)
Propaid expeases ... ... ....... e e e e ) _{aD14)
Total . e e e : 4,788 sz}

{ Incresar ) decvesss in cvwrent Habilivies:
mm-ﬂmmdch e e e 23,845 (28440)
Accounts payabl: . e e e e e (0.008) {18557)
’ Au-dhnhlllun .. . . e e e {3.487) {1.838)
United Stasec snd forelxn imouenw taoes S . L. L . 4aT
Toiel .. . - . . 133% {s7.8m)
l-s'-tl)nl-l)h\l"nh(w ................ e e ,?.% MD

Sec Not.s to Casolidated Financial Statetnents,

n
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GAF CORFORATION AND CONSOLIDATED SUBSIDIARIES

mm.wzn‘g 7

Halanow, Deonnher 31, 1974

STOCKHOLDERS' EQUITY
31, 1976 and 1978

Shoes  Puidin  Newiwed
Jowd = Cophnl  Katwing:

3J05411 $3580000 1376715 SSATRLOO0 4893,103.000 Ta400 SADH 48987000
30,940,000

(3.435,000)
{8873,000)

508 1,000
1:300) {1,000) m

11000

{188,000} (108,000) (765,000}

3,108,706 $IABL000 13764000 453,151,000 IIIISME000 TAOD S0 S5ILLOON
10,700,000

{3,836,000)

(7.8976.000)

H4000 4.380)

4 1,000
(158} 1M

21000

e e o 385000 -
3100008 SIMCO00 I3TTOT $S0M00000 M31S000 ToAK BN BTN

See Notes to Ciomsolidsted Financlul Statetients,
»
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Svi:anary of Sign sicant Accounting Polic’es

The accrants of all signiicant subsidiaries of the Company are included in the consolidated Hnan-
dol siatements. Certain 1975 balance sheet amounts have been nelassified to conform with the
classifications follawed in 1976,

Translation of Forelgn Currencies — Cash, accounits recoivables and lighilities of foreign subsidi-
arics are translaied into U8, dollars at curvent exchange rates; ol! other assets, deferred lnwome taxes
arv: depreciation are translated at historical rates. Operating accounts, except for depreciation, are trans-
Lei ol 1aing avernge sxchangs rates to approximate fhe rate in offact when trancactions were ronsum.

Forelgn exchunye goins and Josses are imclinded in net income for the period in which the exchange
rate changed,

Inceniories — Inventories, other than dyestuffs and pigmeats, are valued at the lower of cost
{principally average) or murket. Effective with the yoar eoded December 31, 1674, dyestuffs and
plignents inventories are valued ut cust, determined by the last-in, first-out (LIFO) method

Property, Plant and"Eiquipment, and Helated Depreciation — Expenditures for maiitenance and
repairs are charged directly to sxpense; major replacements and betterments are capitalized and depre-
cinted aver the remaining estimated economic lives of the related assets, The cost and related secumu-
lated depreciation of propesty sold, retired or fully depreciated are removed from the accounts and
any resultant gain ur loss Is eluded [ current income.

is computed principally on the stralight-line method based on the estimated economic
lives of the ussets. These fives are subject to annial neview and revision to assure that the cost of the
relatod sssots is writto: off over their ecomomic lives.

Coet in Excess of Not Avets Acquined — Cost {n excess of net assets acquired in connection with
acquisitions prior to November 1. 1870 is not being umortized beocause there bas been no diminution
in value; such cost relating to scquisitions made subsequent to October 31, 1870, all of which has
continving value, is baing smostized np the straight-line method over a period of forty years.

Deferred Income Taxes — Deferred income taxes srise fram reporting cevtain income and expense
items it the Snancial stateonts in periods different From thowe n which such mnounts are reported
for United States income tax purposes,

incestment Tax Credit — The Company accounts for investment tax credits arising since Jammary
1, 1971 as a roduetion of the provisiun for United States income tax (the Sow-through methad), Invest.
ment tax credits which asase prior to that date have beeu deferred and are being amortized over the
oatimated service lives of the related assets.

Ressarch end Development Costs — Expenditures for resenrch and development are charged to
incomen e incurred.

Retirert Plana — The Company and its mhuldlﬁ have several ;l.'lm plana m?:::
n sll employoes, The Company's policy is to amownts erqual to penslon costs ace
mwummw-.mmmMmm.mmmmM.

Earnings per Share — Primary earningy per commeon shure are computed by dividing net iucome.
1ess proferred stock dividend requirements, hy the wighted uverage munber of shares of common stock
outstanding during the yvar, The computution usnimes the exercise o outstanding stock optiom to the
extent they are dilutive,

Fully diluted eamings per common share are computed on the sssumption {(where the effoct
theteof would be diutive) that convertible securities wuistandizg had been converisd into shares
of common stock, Appropriste adjustinents for dividends on preferved stock and Interest v convertible
notes {net of income tax effact) are made tn earnings applicable tv conunon stock for ussumed cou-
varsions The computation also assumes the exervise of all dilutive stock aptions.
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GAF CORPORATION AND CONSOLIDATELD SUBSIDIARIES
NOTES T0 CONSOLIDATEE) FINANCIAL STATEMENTS — (Continusd }

Notes £. Cuin on Sule of Technology and Know-how

During 1975 the Conpany and Chemische Werke Hiils, A.G. (“Hils™}, « West German company.
formed a joint venture (GAF/Hiils Chemicv G.mbH.) to construct and operate a hutanediol wun-
wiacturing plant in West Germany. The joint venture is owned equally by the Company and Hiilx,
The investment is incloded in Other Asets and hax heen savanted for by the eyuity method.

In the second quarter of 1875, the Company wld certain techuology and know-how to the joiut

venture resulting in o gafu of 84000000 after elimination entrles, This gain is not subject to 118,
fcome tax,

Note 3. Foreign Operations

Foreign exchange luwes of $1.566,000 and $1,257,0 {after tuxes) are included in vet incomw
for the years 1976 and 1975, respectively.

The Company's forelgn subsidisries are locsted principally in Western Furope, Canada and
Austrulia,

The comwolidated financia]l statements inciude the following amunts with respect to foreign
subsidiaries {all nf which ure wholly vwned):

" December 35,
i W
Dollnrs in Thoumnds
Corrent amets $ 75,648 $ T2Hl4
Totul aswets 108,200 85,508
Carrent Nabilivien 18,868 £6,137
Other bablitbes ... ... .......... ............ . ... usn 88
Total Heblltes ..... ..........coooiiiiiiil 781 as.788
Net ssts ... .. .. e $ B4 488 8 48733
$TATEMENT OF INCOME
Yese Ended Decomber 31,
uwn ]
Nollars in Thoumnds
MO abeE ... e e e o e $la208 125,584
Nel focome . . . . e e, ) $_ 5348
The Company’s shate of net lusses frmn investments xcounted for on the equity method were

67,000 snd $107,000 in 1978 and 1875, rempectively. Such net losses were recorded as other income.

Nete 4. Inveakories

‘The Company sccoonts for dyestuff and pigment inventories on the last-in, frst-out (LIFO)
method. The ourremt cost for these inventories exepeded their LIFO valuation by $4.818,000 and
$4.712.000 at Dacember 1. 1576 and 1975, respectively.

The inventory balance at Pecember 31, 1874, totaled $240,460,000 and wus comprised of finished
goodls, $105,647,000; wirk in process, SELIME.000: aind raw materials and supplies. $5.88%5.000,
Note 5. Propesty, Plant and Ecquipmont

‘The mnges el annual depreclation rates pnnlly were m follows:

Land imgrovements . i - 2 %-10%
Wﬂdhﬂh‘m e mﬁ-m&

Note 8. Iocoms Taxes

Provision bas not been made for the United States income taxes on unremitied earvings of

foreigm mbsidisries of $34,807,000, sinve any withholding taxes and United States income taves

on dividends besed on undistributed samings would he substantially offset by foreign ta.

crecits or because the remittance of such eamings has heen indefinitely postponed United States

Inoomme taxes have not been provided on the unremitted eamings of the Domestic International Sales

Corpontion nibsidiary sggregating 6,103,000 through December 31, 1978, siuce the Company Intenda
to postpsne indefinitely the remittance of mwh rarnings,

G-I_EPA0020240



GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

NOTRS TO CONSULIDATED FINANCIAL STATEMENTS — [ Continued }

Note 6. Incoms Taxes — | Continued )
The provision for income taxes consists of the fullowing:

United States — camrent . ... ... ... Ll 8583 $10,558
Unitod Btutes —daferved .. ........ 952 1983
United States Investment tax eredit ... ... ... ............ {2.00¢) (2.925)
Amortination of deferred United Sates investment tax credit
arisiog pedoe to 1971 ... .. . L (573 {573)
O RO | AR 3,641
State and looel ... A1 _ 1639
Total income taxes . . 0,333 $15.563

The effective tax rates wer: M4.4% and 33.3% in 1070 and 1975, rempectively. The reasons for
the diffevences from the statutory rate of 43.0% are na follows:

... % of Pra-tas Inceme_
e wn
SUABMOEY TRIE ..ot 48.0% &%
Incr~ases (decresses’ in tax rabes resulting from:
Caln on mle of mchoology and knowhow .. ................ - {8.9)
Unitad States investment tex cvedit ... ............... .... [§1:1.}] {7%)
State and Jocal income taxss, net of United Sistes income tax
benafit ..... ... ... . e 23 22
Domestic International Sales Carporstion — DISC {(22) {2.9)
Other —mst .. .. ........ Lo {an 23
Effoctive tak 8¢ .. .. ..... ... ..o et e eeeiaes E 13.5%
The principal sources of United States deferred taxes were:
Ostlars ja Thowasnds
Exces depreciation smount reporied in Consolideted Statewsent
o e dapreciation e Toportoe T e aas Wit .71 2o
Forelgn exchetme renactons . ........ . ....ov v civioeirne o . 413 {730)
o.r-.. L _1,108 1

Nots 7. Debt, Dividend Restrictions and Interset

Im
Long-term debt at December 31, 1978 and 1975 was ar follows:
078

1978

“Dellars ia Thoumads
W% wnice notes dos March 3 eliiﬁl..-_iﬁ{ . _
%% mnior notes due Jesnuasy 15, 1997, with .l_ ..-_I.{
iigﬁ.* e .- 4000 -

Im-__lill.rl; 8 IE:I..llr

Juaﬂ Ly W2 .._...le...l.. a1x 7191

T e e e, o, e gt st ey of 1004
3!§f> Poinog e Apel 1. 1904 with waa el ..... 8,300 #.300
subordinated nolrs daw 1983

TR A n i S
% Bwis frane note paid October 1, 1970 .............. ... ... - 19,088
Promimory noles, payable to _laf.&i in 10B0 and 1981 . .. ... — T8.000
oHl-SI which bear imtevest at B0S to 1% a5 meture at variown

1087 . L. .. ... __154% _iss4

The proceeds from the sale of the 9456 senior notes, obtained April 27, 1978, were applied towand
the retirement of promimory notss due in 1880 and 1881, The retired promistory notes hore interest st
sutes ranging froen 11590 to 139% of the prime commercial lending rate.

14
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -— (Continued)

Note 7. Debt, Dividend Restrictions and Intevest — (Continued )

The proceeds from the sale of the 8%% senior notes obtained February 1977 were used to
reduce short-tenm deht outstanding at December 31, 1976, The &nancial statements refloct the issiance
of these notes and an equivalent reduction of the related short-term deht outstanding at December
31, 1478,

‘The 5% convertible subordinated notes are convertible into shares of common stock, at any time,
Wl & conversion price of $27.50 per share {subject to antidilution adjustments in mpacified clrcum-
stances ).

The 5%% convertible subordinated notes are presently convertible into shares of common stock
at a conversion price of $28.72 per share (subjoct to antidilution sdjustments In specified circumstuces)
oaly in connection with certain prepaymeats, Al other conversion rigits lapsed on Apil 1, 1976.

Cash requirements to meet maturing debt obligations over the next five years are:

1981 C. . . . 5,768,000

At December 31, 1976, GAF had domestic lines of credit aggregating $100,000,000. Sixty-eight

Dividends are restricted under provisions of certain loan agreements. Under the most restrich.ve
of these provisons, retained earnings cannot be reduced below $309.298.000. Retained curmlings st
Decomber 31, 1978 were 321,535,000,

Shost-term debt at December 31, 1978 was $23,684,000 a3 compared with an average of $52,848,00)
for the year 19768; the masimum amount of such hocrowings which were outstanding at any month-etid
during 1076 was £79,008,000. The sverage interest rate on the year-end balance was 8.2% ws compared
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GAF OORPORATION AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATRD FINANCIAL STATEMENRTY — { Contlsvced }

Nots 6. Capital Stock — (Continued )

In the opinion of counsel for the Company, retained earnings are not restricted as to payment of divi-
dendt on conmon stock by resson of the Hquidation preferences of the $1.20 Convertible Preferred

The number of shares of the Company's capital stock reserved for ismance at December 31, 1976
and 1975 weve as follows:

9120 Convertihle Preferved Stock:

Rpseropd of dafayvad stock awawds under sn facentive can.
hr‘ amuned by the Compsny . ....................... 467 ol
Comunou: S2o0k: T
B e e o o prevoiom S T S 8784
Hessrved for exercise of stock options .. ...... ............. 1,063,000 1,113,500
Reserved for conversion of %% Convertihle Swhordiasted Notes . 104457 111,480
Heserved for conversion of 5% Convertible Subordinated Notes . . . 208,182 206 182
Raverved for mle nuder the Stock Purchess Plan .. ............ ... _ 318800 311,900
Tol .. . e e e e L. m M

None of the shares ovistanding is held by or for the account of the issuer thereof and nc shares,
other than stated shove, are reverved for officers and employwes or for nptions, warrants, conversions.

or other rights.

Note§. Stock Option and Stock Purchase Plans

mxmmwmmmmdmwmqmmm
shares to key smployess during a ten-year period ending February 11, 1085. The prices at which options

options are granted. No options have been granted under the 1975 stock option pla.

Authority to grant options under the Company’s 3065 qualified stock option plan expired on March
31, 1975, Under the provisions of the plan, options to purchase sheres of conunon stock were grented
to key employess during s ten-year period. The prices at which options were granted were not lem
then 1009 of the fair market value of the shares on the dates the options wero granted. The options
are exercisable after n one-year waiting period and terminate five years from date of grant.

Options cutstanding by year of grant at December 31, 1978 and 1975 were as follows:

i m
Numbay
1 ; ; T 190.078 35,8500 [} '“lm 77,500 4 783,000
1 7 Y, 1087 88,000 85000 3,500 §09,000
1M . 9.500 43,000 400,000 48,000 437,000

1 S 0800 150,190 1,458,000 180,500 1,555,000

e OptionPyies __ Vst Ensveluable
Eaeible N o Sien
018 e . - ' - ' -
W . W00  SETS BT 14S000  losd-1nse
1904 ................ 74000 15007 Did000 L7
1978 84000 9.0 B13.000 10198
e ... 100,500 .0 1,558,000 13,013
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTE — (Coutioned )

Note 6, Stock Option and Stock Purchase Plans — (Continued )
Common stock optivas exercised were as follows:

Yoar Market Price on
Ended :

Desomber 31 Sharms Poc Share Teud Por Share Tanal
1072 . 57,150 1NTS-88.378 H5T,000 $21.155-27.00 1 A34,000
1973 .. 00 10,1875 10,000 2-31.187% 18,000
1974 .. — — — . -
1575 —_ - —
e B8 -2DMTH S.HB _.:u _o.uqa 212000

14,
Sﬂgnﬂgigg.&%i_ﬁsﬂ 1 aggregate option price of
$3,430,000 and $2,080,000 respectively, were exercizable at Decomber 3 5 and 1975, respectively.

$1.20 Convertible Preferred Stock options exercised were as follows:

Your Market Price on
Ended Nwsmber of Optien Price . . . Duts Exovvisad
Ducembar 31, Shares Por Share Total Por Share Total
1972 7. 42,000 $25,125.92.000 8,04K
W o, _— —

.?imﬂsiﬁgﬂ&ii%s.rouiggg
accounts in the amount of the assigned or par values of the respoctive shures issued, and the excess
was credited to additional paid-in capital.

Under the provisions of the Company's 1960 restricted and unrestricted stock purchase plan,

pul

a -appeoved sett it terminaiing certain st ‘holders’ derivative ltigation. .?nnﬂolem
quated market value over the aggregate sales price for restricted shares sold is belng amortized by
gaggmsg period. ?Eiif.!ﬁnif%&u&gnr 1684
amounted to $702,000 and $1,150,000 at December 31, 1976 and 1975, respectively. Under certain
conditions, the Company has fﬁ?%%gaggs the original
selling price. These repurchased shares are held in treasury.

Note 10. Retiromont Mans
The cost of employee retirement benefits amounted to $12,223.000 in 1676 and $11,797,000 in 1075

The Company has an Executive Incentive Compensation Plan that provides for bonuses 10 key
executives of the Company based on conmolidated net income (as deflned ). Thee provision for such
bonuses was M85,000 and $1,506,000 in 1976 aud 1975, respectively,

Noks 1L Supplsmentary Income Ststement Information

The following table yurmmurizes snpplementary income siatement (nformation for the years enled
Decumber 31, 1978 and 1975,

qsf

1978 s

Deliars ia Theusands

Maintensoce snd ropains ... . 2401  MLT04

Deprecistion of property, plast sod squigmen TR0 B0
‘nawn, other thwa taxes oo locote:

Social Becurity and nnemployment 1439 oS80

Other . e 4767 .97

Hent . ] 14,007

x
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - { Continund )

Neiw 12. Sepplementasy Income Statement Information — ( Continued )

Approximately 4055 of reat expense is applicabile to muwupitalized fnancing leuses (us defiand
by the Securities and Exchangs Commission}. If the assets associated with such leases hud been capital-
t2ed, the eff et on net income waotld not have been signtBicant In either 1976 or 1973, However, in Aiwch
event, the expene presently recorded as rent would be comprised of twa diferent elements {i.e. amaorti-
rdmmww).mm.mmwmmma

expense,

Note 11 Corunitinents aad Contingent Lisbikitior
The Company s obligated under various long-toma, noncancellable lenses at December 32, 1976,
follows:

ux
... __Miniwem Restal By Pecied
Land l&
improemeas  Egugwest & Pegmow  Tam
Mmbm

1977 .. e e N #4786 ;N1 $ HH68
wmne . ... . 3 4,308 876 5217
9 ... ... 3 1814 aNns 4,152
1980 . .. .. ..., .. ... M 3587 k-] 3,700
981 ... ... .l 38 1583 L1 IS8
0821088 . . ... ... ...... ) 17,108 ] 17.M8
1987-1991 . .. 128 11,700 '] 11 817
10021006 .. ... .. . P W 7,180 - 7139
Beyond 1900 . . . o 10 29 2,406

Theahavemmmhtaiﬁnghumddommmam&hmm

Approximately 55% of all rental commitments are applicable to noncapitalized finaicing leses.
The present value of commitments applicable to thess leases Is Joss than five percent of the sum of
long-termn debt, stockhalders” equity and the present value of such leases.

The Company had commitments of approximately $20505,000 at December 31, 1476 for the
acquisition of property, plant and equipment.

At December 31, 1678 there were certiin lawsuits and claims pending against the Company. In
the opinion of masagement, the ultimate aispisition of these mutters will not mauterially affect the
Company’s consnlidated inan~*ul pasition,

Note 14, Provision fo. Silver Lom

For December 1076, the Company established a 835 million resevve for a silver shortage. An
Intensive Investigatfon to deternine the cause of the shortage is under way with the assistance of
CGAF’s outside saditors and attorneys, If the shortage is due to theft it may be recovered through
inmirance,

Note 15. Quarterly Financisl Data { Unsudited)
The following is 2 mmmary of financial data by quarter for the years 1978 and 1975:

1676 By Quarter 1078 By Quarter
Fird losnd T Thed  Faurth Fiew  Secemd Thid  Fourth
NetSaes MISHATS SRTIGED SSHSIGT S24N20.  G0UNBD $ZISTTV SIASHA 9253014
Coat of P,oducts Skl L0574 14800 308705 LBSAT3 1S5S 100K INTEDD 161980
Gecws Srollt .. ... L TAMG 73088 6@ 83l o874l THOBH | TLI0
New Income . . ... 4780 BiTe T BN Bida) 3880 1004() 18118 4904
Lass Predesrad Stk Divi-
Nl oo Angileshie tu P ANTL S TIVT N BEIZ 4 (T 4 ST 4 8285 LMW 3 4w
Eumw&m-
Pimaey . T RV REY N T TR Y T
Fully Dilued .. . [ Y S () 1 st s A

(l) Includes $3.5 million ($1.7 méllion after-tax) provision for silver ks,
(h) Inidudes 84.0 million nontasahle gain o sale of technnlogy and know-liow,
{2) Figure cmitted becavse uot dilutive,

3
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIRS
NOTES T3 CONSOLIDATED FINANCIAL STATEMENTY —. {Cantinued)

Note 18. Supplemental Information on Replacement Cost { Unaudited)

The replacement cost information presented i this Note & fumished pursuant o Kule 3-17 of
Regulation 5-X; Rule 3-17 was adopted in the Securitics and Foclwnge Commission’s Accounting
Serten Release No. 190,

The Company believes that there are nany imprecisions Inherant in determining the required
replacement cost date and cautions asers to recognize the limitations -wa the usefulness of this infonua-
nou.

In compliance with ASH 190, the Company lws caleulated estimaiod replacement cost informi-

ton for inventories, cost of products sold, depreciation and for the productive capacity of property,
plant and equipment {including sccumulated deprecistion).

The following tables reconcile the historical costs reported t the Cunsolidated Finunclui State-
ments to the historical costs for which replacement cost data are requiredt:

Property, Flaot end
Accumwlabed
Usews tn Thowsmends
As repovied in the Comsolideted Balance Sheet . .. . RO 7% 1P.0 L 165,252 4236 490
Add fully depreciated assets writhon off but still ' uee . . . A _90EW _PDAW L=
Total 522,364 =h,121 255,490

Deduct amounts applikcable to itwme for whic replacensent et informa
ton is Bok required:

Coustruction n Drogoess . . ... ..... . ieeeie e e aeas £9.083 - -

Othey — including Innd, amets locuted in Australia, misein! resnurces,

snd masets not to be replaced _41.838 28537 3718
_To538 2253 L.
Historical costs of sesste for which replacement cost disclanmes
Coat of Degracistion 1ncluded In
Pradunly Cast of
For the year suded Decewsber 31, 1676 Bold_ ProductsVold  Other Total
Dellers is Theamak
As reported in the Consolideted Financlal Ststements .. . $sTI 511 28038 5,802 2T 840
for which replacement cost
B e e e e for which ‘ 5306 1455 46 1821

Huuhfnmhwhk-hMIM&MHmu- .

Histgrienl Reoplacoment
1oilars in Thousands
Ay of Decenshy 31, 1HTH:
Propertv, plant and squigment $451.6% 20,564
Accumulaied depreciation . . . . - _BI6A | Se.710
Net property, plant soid syuipaent Kis0ns $310873
faventuries . 454,788 870,81
For the year enxded Docetuber 31, 197H:

Method Used in Estimating Current Replacement Cants — Praperty. Plant and Equipment awl
sprecistion.

Compauy mm.mwmmmmmmr«mmby
e h'l.’ndimluluhimhluutm.mhduuudhtheus.wutbcﬂm

National Product [mplicit Price Deflator. Other applivable indices were used it foreign countries.
H ]
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

NOTES T CONSM JDATED FINANCIAL STATEMENTS = { Contiyucd )

Note 18. Supplemental Information on Replacement Cost {Unaudited} — { Continuad )

It is believed thut the indieex nsed are reasonably representative of chunges in prices fur the axsets.
However, the Company disclaims any responsillity Tor the ncenmaey, vousistoncy, weighting, or
other factors that may affect much indices,

For some older buiklings, current csthnates of unit coustruction costs were usixl o detennine
tie cost for an equivalent amount of Boor space with like productive capacity, In one major facility,
relatively current appraisals of replacement cost were updated to 1976 costs {using an index) amd the
updated amounts were used us being most representative of current replacement costs, {The two
exceptions to the indexing methud shove representend 21% of the wtal repiacement cost of buikdings. )
Estimated equipment replacement custs ws determined hy the index method were validated in
sevenal mujor product areas hy comparison with the functional pricing of the equipment of cach plant,
i.e. by relating the replacement cost to the pruductive cupacity in wnits ankng similur preduction
fucilitiex.

For replacement cost disciosures, both deprociution expense for the year 1978 and the necamutated
depreciation at the end of 1976 have been cakeulated wsing the steaight-line method hased on the spne
estimured economic lives used for inancial accounting purposes.

Tf roplacement-cost depreciation were computed for all assets still in use, {inchuling those which
are fully deprectated for finuncial accounting purposes) deprecintion expense for the vear 1978 would
approximate $48,000,000.

Fully dupreciated assets written off but still in wse have been incduded in the caleulztion at an
original cost of $90,835,000; these assets have au apparent gross replacement cost of about 2.5 tinws
tho historieal cost und as a result have tended to incresse the mtio of replacenent cost to historical cosl,
The replacement cost for other azsets show an overall . atio of 1.8 Himes historical mmounts,

Some of the Conipany’s facilities have been in operation for decddes. They have not been replaced
und need not be replaced in the fareserahle future. In these areus of the business where significant tech-
nology changes have not been u major factor, betteninents and additions te plant and eeuipment have
enabled the Company to provide high quality, competitive products. Future tech:wlogy, competitive
factors, economic developments and corporate altesnatives and strateyies will Le prime considerations
in planning the replacement process.

Keplacement cost information related to relatively small portions of a nuiwber of the Conpany's
existing facilities has bren excluded because muagement’s current opinion ly that these asrets will not
be eplaced at the explration of thelr useful lives. However, if market conditions subscyuently im-
prove, management may modify its current opinfon and eloct to continue in such product lines und
acoardingly, may be required o replace the productive capacity at that time. The historical cost of
asxsets excluded on this basts is appruximately $4,200,000. net of accumulated depreciation.

Method Used in Estimating Current Replucement Cost of Incentoriex and Cont of Products Sold.

The replacement cost of Anished paoduts and wurk in provess inventorles have been extinuted o
the basis of standard costs udjusted to reflect curent materfal, lnbor and overhead cost fuctors, as well
as the estimated replacement depreclution expenses of productive facilities. LIFO javentories have
becn restated to a basis which approxiniates replaceinent cost at the end of the vear.

1 several mujor fucilitles which are ou a modiied average cost system, replacement cuts for
finished gnods and work-In-process were determined by a sampling method which compared current
versus historical based inventory costs. Raw materlals huve been estimated on the hasis of the most
recent prices shsorbed by the Company.

The estimated replacement vost for inventories, determined as abave, mclades depreciation expense
on the basis of a replaced, productive capacity. This should not be nsed av a prodiction of the antici-
pisted actual costs tu be Gwusred by the Company in the replacement of inventories under its tow

existing plant configurations,

The replacement cost of products sold was estinsted an the busls of current standurd produt
comts adfjusted to reflect inereased replacement cost depreciation,

1]
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{AF CORPORATION AND CONSOLIDATED SUBSIDIARIES

NOTERS TO OONSLINDATED VENANGIAL STATEMENTS = {Cautinurd )

Note 16, Sepplementa! Information on Replacement Cost { Unasdited ) — { Continved )
Transiation of Forelgn Crrrencies

All inventory and flxed auset amounts tn forelgn countries have becen trunslated fo U.S, dollary ut
exchange rates In effect at year end; amounts related to foreign cost of products sokd and depreciation
expenze have been translated to U5, dollars using average exchange rates in offoct during 1978,

Other Commantar::

Although the replucesnent cost data hereln disclosed has bevns estimated in 3 reasonable nusoer,
it ta the opinion of the Company that this datw is of limited value hecause of the subjectivity necassarily
involved ins making these estimates ni.d the hypotheticul axmumption that the Company would repisoe
its productive capacity ut the end of its fscal year, whother or not the funds to do s were availabl:
or such “instant” replucemer:t were physically possibie. Accordingly, the data should ot he construed
to represent the Company's lntent to repiace inmedintely existing productive capacity or as & projection
of the unticipated future costs of such replacement or of the subsequent coste and expenses to be
incurred in the production pracess,

The replacement cost datu presented above do mx refloct any cost savings whkh would result from
the replacemrat of existing uskets with now assety whivh are Inherently in “setter repalr or from
potential te anologival enhancements of more modern facilities and equipment. If the Compuny’s
preductive capacity were repluced, the costs of raw nuiteriuls consumed, direct lshor Input, repains,
maintevance, envrgios and ther indircet cost wauld be alteved [n addition to the cost of depreciation.
Although these cost savings caniot be quantiied with any precision, the curvent level of operating
custs other than deprecistion would be rediced as a result of the replacements assumed in the hypo-
thetical example, T the epinon of the Company, such operuting cost eficiencios would he sigaiScant
but would be partially offset by the additional costs, induding depreciating of the new facttities. It
thould alse be noted that if the replarement of productive capacity were effected. interest custs
might substantially increase as 1+ result of additional borrowings to finunce such replacement, How-
ever, no effect of increased Intorest coats has been calculated because of the Company's inability to
determine how much additions] bhorrowing would be required. In addition, none of the cust offevts thus
fur described have been adjusted fur incae tun effocts inciuding, but not limited to, the substautiat
investmeut tax eredit which .onll sesul frran the replacement of peoductive cipacity. The funds
for the eventual replacement of .he Compuny's productive capacity may be provided not only by
horrowingy, but by eurnings retained In the business. Investisent tux credits, or faues o equity
securities. The determination of the source of funds will be made at the time the funds are required
in Jight ot the circum tances at that time,

The replacement of all of the Company’s productive capacity would present many problems
including ths relacation or consalidation of ext tiug productive facilitics, the expansion or contraction
of labor force, the avallability of raw materials und the proximity to customers, all of which would
necensarily be required to be considered in depth before replacement was effected. Although the
results of such additiona! studies would undoubtedly significantly ulter the manner and consequently
the cust of replacing productive cupacity, us a practical matter, all of these atudies wnd evaluations
cannet reasonably be madc avallaile and evulusted st one point in time. In addition, the Company
especty that many other difBculties, presently unidentified, would be experienced i the replacement
of ull ity productive eapacity. For example, the technology currently available to the Company and the
related environment.! factors are undergoing sfgnificant change and the offect thereof on the Com-
peny's replaceinent decisions cannot be predicted with any precision. The Company’s resultunt (nability
to refloct the costs related to such unidentifiable difficultion Is Hheirative of the Inherent imprecizion of
the bypothetical Information requirsd by Rule 3-17.

The Company cautions that the replacement cost data sot forth shove bs not the cuszent value of
existing praperty, plant and equipment and inventories. Rather, " reprosenis munagement's estimate
of the cont of replacement that would have been incurred at December 31, 1978, If such assets had
besn repluced in total at that Hime. Aocordingly, the diffesen.e betwesn the replacement cost and

the historical ot of inventory and productive capacity does not represent additional book value
for the Company’s cotnmon stockhoklers,

)
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CAF CORPOBATION AND CONSOLIDATED SUBSIDIARIES

NOTES T0 CONBOLIDATED FINANCIAL STATEMENTSE — { Cantismd }

Note 16, Supplomental Informativn on Replacement Cost { Unsudited ) — ( Coutinued )

In managemvent’s view, the above replacement cost information cannot be weed to tmpute the
eflect of Inflation an the Company’s net income as reported without considering other factors imclucing
the impact of general price lovel changes and the impact of statutory taxing policies as they affect the
Company. Accordingly, ne disclosure of & revised inconwe Signre is given becanse of the substantial
theoretical problems which wist in determining u quantifiable income effect. The data required
by the SEC exclude other inflationary effects such ax the possible holding gains experiemed by &
borrower during an inflationary period or the holding losses occurring from holding nwcuetary assets
{cash, reveivables, ete. ). ﬂufmmyhummptdwqmwytheuulhmdmkm
and changes in other economic factors on fta butiness bocanse of the many unresolved concoptual
problems involved i1 doing so. Further, the shove replacement cost information standing alone
does not racognize the customary relationships between cost changes and changes in selling prices.

Competitive and regulstory conditions over the years have sometimes prevented the Company
from fully vecounizing the effects of coxt changes in ity selling prices. Competitive and regulatory
conditions permitting, the Company will continue 1o attempt in the future to modify its selling
prices to reacgnize cond changes.
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SCHEDUIRE V
GAF QORPORATEON AND CONSOLIDATED SUBSIDIARIES
. SCHEDULE V — PROFERTY, PLANT AND EQUIPMENT
. Your Endad Daceraber 11, 1078
o {Dallars in Thowsnds)
;
Balames ot Balswce st
; Dhowiication PR MO meieeses (Detiy) DTG
Lead .. ... e i e e e $ AN #1118 9 13 [7¢. ] § 10,358
U ond dagrovements ............00oie0ins 5ome f ] 138 -— 5,198
00 GEOPOTNS ... ..aniiiiitnnns ™ - o4 ] e
Bulldiags xnd buSiding equipment ... . .... 104,505 8474 011 - 100.048
Machionry ood oquipment ... ............. 2T0.5% | ¥ ) slo — 77,708
Combruction Inpregrear .. ...... .......0 17076 18017 e 3 _ 205
Yo pase s B MILED
Noms:
! (@) Inchudes $,155,000 spplicable to businesses aoquired.
{b) Tranefers btween socounts.
Yoor Raded Ducwwher 31, 1978
“ { Dolinee in Thousads)
T I3 TR " A e e e, S LSS O 5 &
Other
¢ S
CloaiBontin ﬁ ] Potirmpaenis { H )
Land ¥ 0087 4 20 s I8 5 — [T
Land dmprovements . . 431 %3 1} 1 L 1%
Minoval propesties .. ......... ooiei " » a -— ki
Sulidings and buliding squipment . 100,887 4 2008 1 104508
Machinsry ond oymipment ... .............. 20V MnTe7 10,148 (13} 000
Coustenition i preprs Al (358) AN = AT
el A7 A8 = M
Nows;
(s) Tramelers hatween socomnts,
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SCHEDVLE VI
GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

SCHEDULE V1 == ACCUMULATER DEPRECIATION OF FROPERTY, FLANT AN,  IPMENT

Your Kndod Dosnhar 1), 1078
{Dolinrs in Theusnds)
-
Palnnce ot [ Balance o
md Docomber
Clasviliction L. Kxpomses  Botiremaats ( Deduct}{a) 31,1976
Land impuovements . ... ... e e § 138 s e 5 27 $ — 5 LAom
Minewl peopmction ... oo 1 618 - n
Buiding: and bulding squipmest .......... 4,183 4480 1345 1% 46085
Machinery and equipseest .. ........ ...... 118008 84940 . 18,063 s Rty

oAl Wsw  Wm S yem

L I g
Closslication » Expessst  Retiomsnls (Deduct){a) 1,1
Lawd impwovemnts .. ... viaiieaes ' L8 y B 1 1% L ) ¢ 334
Mot propatiel ... e 3 7 - [
Bolidings sad boflding equipomot ... ... .. 459 4141 8144 (5) 44,75
Machisery sud agmivenest . ...... ....... L 008 Aspu -3 lia0

i e wLE L uma
Nom
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SCHEDULE VI
GAF CORPORATION AND CONSOLIDATED SUBSIIMARIES

SCHEDULE VIl — INTANGIBLE ASSETS
Yoar Endad Dacomber 31, 1978

(Dollars in Thewands)
Balass ot Charged 4o W Balanet o
Additions  Costs smd December
Deseriplion | ot Cont Kaponees CMI 3, 178
Conl a =~oren of pet asects scquired . . 5, 144 — — ${1453¢h) M
Selesvoutesl{s) ................. ...... 4,008 - - - 4000
Posnts snd tsadecmarks at nomine! valus(s) 8 - - - 5
FCC tesnsw and other intangfhdenin) . .. -— 1581 - - 1481

Nores:

(8} The balances as of IDecember 31, 1076 shown sbove are included in the Consolidated Batance
Shoet under (ther Assets.

(b) Application of fncoms tax bonslits reslized through liguidation and merger into the Company
of certain companiec acquired in peior yeurs.

Yoar Endied Docomber 1. 1916

{Dolinrs in Thoummde)
Balonce mt Balanew at
Desswiption hosn AT w E )
Cost jo enceen of met asests soquired . . ... .84 [ - - 144)(h) 238,144
Bales routes(s) .o PP 4088 — -— - 4,008
mum.wmn n - 3 - [
Nomus:
{s) The halances az of December 31, 1675 shown above are included in the Consolidated Balance
Sheet under Other Asests,

(b) Applostion of income tax heuefits realtzed throuh lqusdation and merger into the Conpany

of cettain companios acquired In price yean,
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SCHEDULE Vinl
GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

SCHEDULE VITI - ACCUMULATED AMORTIZATION OF INTANGIBLE ASSETE
Your Ended Decomber 31, 1876
{ Dollars fn Thowmnds)

Description

Cosk in wxcess of net sastr acquimd

Yoms Raded Docsmber 31, 1978
(Dallars in Thosmads)
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SCHEDULE, XH

GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES
SCHEDULE XUl — VALUATION AND QUALIFYING ACCOUNTS ARD AKSERVEN

Year Ended Dosombar 11, (978
{Dellars in Thonsnnds)
Balance st Charged % Salence st
m [ Decoushar
Description Exponses Duductions 3, 1078
educted from Accounty Rrocivahle —- Trpde
Allowsnos for doubtfol sccouots . .. . ... 4,508 s Ju82 $ S4ls) M
ABowance for disounts . 134 2008 ) (BT
Someve for Doventorles . ... ... ... K1} 4,485 3,768 1942
Nowx:
{a) Accounts charged off net of recoveries.
Year Eovded Dosomber 31, 1978
{ Dallars in Thousnnds}
T LT e —— e L e oy BT (T
Balnter Charged » Balanes m
m Costs and Destasber
Desmipiion Enpenses Daslustions
Doductrd from Accousts Recelvable — Treda:
Allownnve ki dowbiful scosuats . . . ... . 1,008 4903 $,197¢a) $4.908
Alowamy fiw disouns ™ 4313 18K) L34
Poswrve Sor dnvemioriew .. ... . .. ... ... . Kilv 58T 4.T% 8512

by
() Accowsts charged off 1ot of revover es.

2]
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SECURITIES AND EXCHANGE COMMISSICON

WASHINGTON, D. C. 20549
o
l MAR 3 1 1977 ,
EXHIBITS %!
o
Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 18(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the Secal yesr ended Decewmber 31, 1976 Commimion s sumber 10008

-

GAF Corporation

{En.ct nome of reglstsant as sprcified in &z cherer)

e T o e T e Al T e = o= - s
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EXHIB'T B(1)
GAF Corporation

Executive Incentive Compensation Plan
As Amended throus™s December 14, 1976

I Purross aor THe Pran
1. The purposes of the Executive Incentive Compensation Plan are:

(a) To provide ‘ncentive to key executives to contribute materially to the success of the
Company and its subsidiarics by their invention, ability, industry, loyalty, and exceptional service
by msking them participants i that success. The term “Company” as used herein shall mean and
include CAF Corporation and its aubsidiaries.

(b) To retain valuable key executives by providing incentive to remain in the service of the
Company.

(¢) To attract new personnel of high caliber to the Company through opportunity for
additional compensation.

2. To achieve these purposes the Plan provides for the establishment of an Executive Incentive
Compensation Fund, the amount of which is dependent upon the pmfits realized by the Company.
From this Fund two forms of awards may be made:

(8) Executive Incentive Compensation Awards

Esecutive Incentive Compensation Awards may be granted to those «who have contributed
most to the Company's success by their ability, efficiency and loyalty.

(h) Special Awards

Special Awards may be granted for outstanding service of any nature, such as inventions, un-
usually ingenious solutions to business or technical problemns, and accomplishments by an employee
of a character beyond that which might normally be expected of one occupying his position,

il. Estamanouent or Tuz Exzcurive Ixcentive Comrensanion Funp

1. During each calendar year, the Board of Directors may, in its discretion, fix an amount, or
standards for determining an emount, which shall be credited to the Executive Incentive Compensa-
tion Fund for such calendar year, provided that the amount to be credited shall not be greater than
the following: an amount equal to 8% of the excess (if any) of adjusted income over 8% of an
amount equal to the value of the shareholders’ equity at the beginning of the year for which the
computation is being made. Adjusted income shall be defined for this purpose as income before
extraordinary items plus foreign. Federal, state and municipal income taxes and charge equivalent to
investment tax credit plus the amount of Executive Incentive Compensation charged to cost and
expenses during the calendar year. The above amounts and shareholders’ equity shall be as reported
lu the consolidated financial statements of the Company certified by the outside auditors of the
Company. Executive Incentive Compensation Fund shall mean that portion of the general corporate
funds which is available for payment to employees isn accordance with this Plan.

2. A percentage of the smount to be credited to the Executive Incentive Compensation Fund
for each calendar year shall be used for Special Awards to such key executives as the Board of Directors
may direct. The percentage for any calendar year shall be determined by the Board of Directors
prior to the close of such calendar year and shall not be less than 5% nor more than 15%% of the amount
to be credited iv the Executive Incentive Compensation Fund. The remaining percentage of the
amount credite’ to the Fiund shall he used for Evecutive Incentive Compensation Awards.

o Rl e s 2 e T St T e e P el b T s I e . R et T e o e b e T L T e L I e e e Y
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iii. Eucmnrry

1. Au employee shall be eligible for consideration for an Executive Incentive Compensation
Award il lie was 1 full-time active employee in an established upper level position for at least the
tast «ix months of e year for which Executive Incentive Con pensation i; awarded and is not eligible
for any sales bonus inventive sward. Au emplovee who dies, becomes disabled or retires during the
vear for which Executive lucentive Conpensation is awarded shall nevertheless be eligible for con-
sideration for an Executive lncentive Compensation Award if he was a full-time active employee in
an established upper level position for at least tix months immediately preceding his death, dizable.
ment or retirement mxl was uot eligible for any sales bonus inventive award. All employees, including

employeces who die, become disabled or retire during the year, are eligible for cousideration for o
Special Award,

2. The term “employee” shall include persons employed by the Company, including employees
who are also officers and/or Directors of GAF Corporation or of any of its subsidiaries. Directoss
who are vol employees are not eligible for participation.

3. After the Board of Directors has fixed the amount, or the standards for determining the
amount, to be credited to the Executive Incentive Compensation Fund for any calendar yewr, thw
Company shall wotify, either individually or ax a group, employees eligible for consideration for an
Executive Incentive Compensation Award or a Special Award that the Board of Directors has wo
fixed such umount or the standards for determining such amount.

IV. AWARDS TO PARTICIPANTS

1. Executive Incentive Comjpensation Awards and Special Awards for any calendar year sholl be
granted by the Board of Directors as soou as practicable after the close of swch calendar year.

2. The President shall fumish to the Executive Compensation Committee of the Board cach
year his recommendations as to the officers and employees other than himself deserving Executive
Incentive Compensation Awards and Special Awards, together with the amounts recommended. Such
recommendations shall e hased upon a complete review of individual performunce, The Executive
Compensation Committee shall thereupon make recommendations to the Board with respect to any
eligible employee. The Board shall consider the recommendstions of the Executive Compensation
Comuittee in making the awards. No employce who Is also & mcmber of the Board of Directors shall
participate in any deliberations or decisions of the Bourd of Directors concerning consideration of un
award or puyment under this Plan to himse#,

3. $pecial Awards shall he payuble in full as soon as practicable after the cluse of the calendar
year for which the award is granted.

4. Executive hicentive Compenaation Awarde

() The Executive Compensation Committee may recommend that any Executive Incentive
Award for any year to any participant be puyable either in cash or in full Shares of Common
Stock of the Company (herc nafter veferred to as “Shares™), or partly in cash aud partly in full
Shares. The Executive Compensation Commiltee may also recommend that any Executive Licen-
tive Award in Shares be payable in Restricted Shares., Shares of authorized but unissued stock or
Shares acquired by the Company and held in its treasury may be distributed in payment of any
Executive Inventive Award which is payuble in whole or in part in Shares. The number of full
Shares to be included in any Executive licentive Award shall be determined by reference to the
closing price of Shares on the New York Stack Exchange o the last trading day on which Shares
were traded preceding the date an award is made. The Fxeontive Tneentive Compensation Fud

T AT T g R A AT L I St B T e R R T T e e el
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shall be charged as of the date of the award with the value s determined of all Shares included
in any Executive Incentive Award. The number of Share ; awarded to a partivipant but not issved
to him shall, until so issved, he adiusted to give effect io the extent pmcticable to any increase
or decrease in the number of issued and outstanding Shares resultin from a nindivision or
combination of Shares, & dividemd payable in Shares. a redassidcation «f Shares, & stock-split,
a merger or consolidation, or any other change in the capital ¢ ‘ructure of the Company or its
Shares. Any expenditure of funds required to acquire Shares to make any such adjustment shall
be charged to the Fund as shall an expenditure of funds required to acgaire Shares after the
date of an Award which are to be distributed in payment of any Executive Incentive Award if
the cost of acquisition of such Shares is in excess ¢f the value of the Shares included in the . wand
and charged to the Fund.

{b) Any Executive Incentive Award for any year shall be paid promptly after the Award
is made. Any award in Restricted Shares shall be made by the delivery of one or more stock
certificates on which there shall be imprinted a legend stating in substance that the shares
represented by such certificate are subject to the restrictions that they may not be sold, assigned,
transferred or otherwise disposed of, except by will or the laws of descent and distribution, or
pledged or hypothcated as collaters) for a loan or as security for the performance of an obliga-
tion or for any other purpuse without the prior written consent of the Executive Compensation
Committee of the Board of Directors of the Company (such sonsent to be granted only in cases
of hardship), and that such restrictions shall continue in effect as o all such shares during the
entire period of such executive’s employment with the Company and thereufter, p.ovided, how-
ever, that commencing on the second day of January following termination of such employment
for whatever cause, the restrictions with respect to the shares represented by such certificate
shull lapse at such anuual rate or rales as may be determined by the Board of Directors and set
forth in said legend. Shares of Stock delivered under the Plan shall be issued in the participant’s
name or, at his request, in the name of his nominee.

{¢} There shall be deducted from all payments of Executive Incentive Compensation Awa-ds
any taxes requirez to be withheld by the Federal government or by any state or local government
and the anxmint thereof shall be paid to such governmer.! in respect of any such payment. lu
the case of payments made in Shares, the Company shall have the right to reduce such payment
by the nunber of Shares sulficient to provide the amount of tax required to be withbeld in respect
of such puyment. In lieu of such reduction. however, the Company may permit the participant
to pay or reimburse the Company for any taxes required to be withheld in respect of such
peayment.

(A} Ry acveptance of any Executive Incentive Award the participant agrees that amounts of
cash, Shares or dividend equivalents awarded or paid shall not be considered as compensation
%0 the participant in computing retirement annuities. or in computing group life insurance cover-
age or other benefits of the Company.

{e) Crediting and Payment of Dividend Equivalents

(1) In addition to any amounts which may have been awarded from the Executive
Incentive Compensation Fund, there shall be credited to each participant to whom Shares
have been awarded but not delivered an amount equivalent to the cash dividends which
would have been payable with respect to such Shares if they had been deliverad to the
participant and were outstanding on and after the date of the award, Such dividesi equiva.
lents shall be credited, until the Shares are delivered in settlement of the Executive Incenvive
Award. on the dividend payment dates applicable to such Shares.

(2) The comulative amount of dividend equivalent credits made under Section 1V
4(e)}{1) of the Plan applicable to any Shares included in any instaliment payment shall be
pavable at the time of payment of mich instaliment.
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{3) The »;gregaie amouni of dividend equivaient crediis shali be charged to the incom
of the Company at the time such credits shall be made, and shall be in addition to any
amounts that may be credited to the Fund under this Plan. Any dividend equivalent contin-
gently credited to any award or portion thercof which is forfeited shall be credited to the
income of the Company =t the ti:ne of forfeiture.

Y. ForreTune Provision

1. 1t 4 participant’s service with the Company terminates for a veason other than death, dis-
ability, or rcirement,

(s} he «<hall foefeit any comsideration for an Executive Incentive Compensation Award for
the year in which his service terminates, and

(b) any Executive Incentive Compensation Award granted to him, but then unpaid shall be
{urfeited, provided, however, that the Board of Directors in its sole discretion may determine
to pay all or any part of any such vnpaid award.

2 1n the event of the forfeiture of one or mure Executive Incentive Compensation Awards, or
any portions thereof, the smount of the awards forfeited shall be credited to the Executive Incentive
Compensation Fund. Az promptly as practicable thereafter, the Board of Directors, in accordance
with the procedures set torth in Section IV, shall grant further Executive @..entive Compenration
Awards in an amount eqaal to the amount o forfeited and credtted, to employ=es who were eligible
to receive Executive Incentive Compensation Awards for the year as to which the forfeited awards
were made. If any portien of a forfeited award was payuble in Shares, the aniount to be credited to
the Executive Incentive Compensation Fund shall be an amount equal to the vaiue of the forfeited

Shares which was charged to the Executive Incentive Compensation Fund as of the date of the award.

Vi. Dgath oF PARTICIPANT

If a participant dies. his unpaid and undel:vered Executive Incontive Compensation Awards or
Special Awards or any part thereof, shall be paid and delivered to his legal representativa in such
mannes a2 the Board of Divectors may decide.

VII. AMennmenTs 7O PLan

‘The Board of Directors shall have the right to modify this Plen from tiine to time, or to repeal the
Plan entirely, or to discont‘aue the granting of awards either temporarlly or permanently; provided,
however, that no madification of this Plan shall, without approval of the stockhulders, Increase the
maximum amaunt caleulabie under Section 11 hereof.

VIII. AnMINISTRATION AND [ircERPRETATION

1. No individual officer o employee of the Company shall have any right to participate in this
Plan or to re:nain in the employ of the Company: no individual vcer vi employee shall have any
claim — legal. equitable or otherwise —- to receive any award under this Plan; and no director,
oficer ar employee shall have riy authority to enter into any agreement with any person for any
award or payment under this Plan, or to make any representstion or warranty with respect thereto;
provided, however, th i, anee *he amount, or the standards for determining the amount, to be credited
to the Executive Incentive Conijcasation Fund for any year have been determined by the Buard
of Directurs, the foregoing provisions shall in no way be construed to ab:ogate or limit the obligaticn
of the Company, which is absolute, to 1nake awards under this Plas for such year to eligible employees
o the full extent of the amount so Aetermined.

G-I_EPA0020259



%  Full power wnd puthority to administer, construe, and interpret this Plan shall be vested in the
Board of Directors. Deciv'.ms of the Board shall e Bnal, conclusive, aud binding upon all parties,
including the Company am” the ouplovees.

3. The Board of Iicectors may delegate authority to administer the Plan to the Exceutive Com-
pensation Committee provided that no member of the Compensation Committee slall he oligible for
an award while he s serving on the committee.

L 4. All Executive Incentive Compensation Awards to participants, whether in cash or in Shares,
und all credits to participunts of dividend equivalents, shall not be assignable or trasferable vither
votuntarily or by operation of law amd shall not be subject to pledge, attachiment, execution o other
similar process.

5. No varticipant or other person shall have nunder any circumstances any interest whatever,
vested or contingent in any particular property or asset of the Company or in any purticular Shure or
Shares thut may be held in the treasury of the Compsny pursuant to Section 1V hy virtue of any
Executive Incentive Compensation Award,

8. Except as herein otherwise provided. an award to & participsut in Shares shatl not entitle
stich participant ro any rights of a stockholder with regard to such Shares, uoless and until such Shares
are dedivered to him,

1X. laaswary

No menber of the Board of Direttors, the Executive Compensation Committes or officers or
employees of the Company shall be personally i hle for auy act or omission taken in good faith in
connection with this Plan,

g e ] a1} — e —
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EXHIBIT B(2)

GAF Corporaticn
1975 §TOCK OPTION PLAN

- 1. Purposs

The p_spose of this Plan is tv further the growth and development of GAF Corpo-
ration {the “Corporafion”) by encouraging key employees of the Corporaiion and its
subsidiaries to inveat i1 shares of the Corporation’s Comnion Btack, by providive increased
incentives for sald employess to promote the well-belng of the Cozporation, und oy facili-
iating the efforts of the Corporation to secure and retaln employees of outatanding
ability.

It is intended thst every option under the Plan shall be sither a qualified stock
option within the inuaning of Section 422 of the Internal Revenue Cnde of 1954, as the
same may be smended from time to time (the “Code”) (a “qualified option”), or an
option which is not 2 qualifiad stock option (a “non-qualified option™).

2, Administralion

The Plan shall be administered by a Stock Option Committes (the “Commitiee”)
of three or more members, appointed by the bicard of Directors of the Corporation from
those of [ts members whio, as & result of either expreas waiver or not being qualified, are
not and have noi at any time within the tweive-month perio preceding such appointmant
been eligible to receive options under the Plan.

The Committes is authorized, subject to the provisions of the Plan, to adopt, amend
and rescind such rules snd regulations as it may deem appropriate for the administration
of the Plan, and to make dsterminations and interpretations which it deems cousistent
with the Plan's provisions. The Committes’s determinations and interpretations shali
be final and conclusive.

8. Bligibility

Key employees of the Corporation or its subsidiarics, including key employses whe

are officess or members of the Board of Directors of the Corporation, shall be eligible to

' receive options under the Pian. Neither members of the Board of Directors of the Cor-

poration or a subsidiary of the Corporation who are not employses thereof mor persons

who are then serving as members of the Committee shall be eligible to receive options

undar the Plun, An: psrson may be granted additional options, or may eslinquish sn

ention or options and be yranted one or more other options, including options sxercisable

&t prices lower than those of the relinquished options, as the Commites may determine.

For the purposes of the Plan, the term “subsidiary” shall have the meaning ascribed to
it by Section 426(f) of the Code.

4. Bhares Subject to Option

Bubject to Section 18 of the Plan, the shares to be optioned under the Flan ahall
be shares of the Corporation's Common Btock, and wmay be suthorized but univsued
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shares or shares issued and reacquired by the Corporation or treasury shaves, as the
Commitiee may from timo to time determins.

The aggregate uumber of saares for which options may be granted ander the Plan
shall be 800,000 shares, subject to adjustment under Section 13 of the Plan.

Shares subject to and not delivered under an option which expires, terminaies or is
relinquished pursuant tn Section 3 of the Plan during the term of the Plan shall agsin b2
avrilable for option wsder t 2 Plau. If all er any portion of a non-qualified option is
surrendered pursuani ‘o Section 12 of the Plan, the shares covered thereby shall not
theresitar b2 available for the graviing of other options undar the Plan.

8. Groating of Options

Subject to the provisions of the Plan, the Commitiee shall kave plenary authority
in its discreticn to determine those eligible employees to whom options shall be granted
and in sach case the number of shares to be subject to such option, the date on which it is
to be granted, the period during which it may be exerciscd, the option price at wi.icth
sharss covered tharsby may be purchased (subject, howevir, to Bection & of tis Plan),
whether it /e to be designated a qualified option or a non-qualified option, and the other
tormo thereof.

Each optiut: tusll be evidenced by a written agreement containing terms and con-
ditions sstablished by the Commities and consistent with the proviclons of the Plan., The
terms and conditions of options may differ, If the Committes grants options designated
as qualifiad options, such agreement ls intended to contain such terms and provisions as
may in its judgment be necessary to rendsy them qualified stock options within the

meaning of the applicsmle provisions of the Code.

6. Opdon Prics

The price at which a share may be purchased under each option
than 100% of the fair market value of such share on the date on
grantad or less than the pur valus of such ahare.

7. Baereiss of Options

Options granted under the Plan may be exercised o1iy by written notice to the Cor-
poration in secordance with terms established b, ihe Committen. All righis to ¢ ‘ercise
an option designatad p gualified option shall expire not later than five years frum the
date on which the opion is granted, and all rights to exercise an option designated o
non-ualified optivh siuli expire no later than ten years from the date on which the
option is granted.

The option pricz at which shares may be purchased shall be paid in fuill at the time

exarcise, and no shares shall be delivered until full payment is made. No adjustment

be made for cash dividends or other rights the record date for trhich proceder
date of such delivery,
An

employse to whom an option is granted shall not be deemed the ‘wider of any
shares subject to the option or have any rights of a stockholder with reapect thereto
untfi the shares are delivared to him,

8. Non-Transfercbility of Oplions

CGptiona granted under the Plan may not be transferred ax_.pt by will or by the
laws of descent and distribution. Options may not be otherwise assignad, transferred,
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pledged, hypothecated or disposed of in any way (by operation of law or otherwiss) and
shull not be subject to execution, attachment or similar process. During the lifstime of
ﬂumpbyutowhommoptinuismntcd.thcupﬁnnmheuucindonlybyhim

9. Terminalion of Employment

An employee to whom un option is granted may, at any time within three months
after the date of termination of his empioyment with the Corporation and its subsidiaries
for any remson except death, but not later than the date of expiration of the option,
exercise the option to the extent he was entitled to do so on the date of termination.
Any option or portions of options of farminated employees not so exercised shall
terminate. However, an option shall not be affected by any change in the duties or posi-
tion of the employee (including trunsfer to or from a subsidiary) so long as he continues
in the employ of the Corparation or ore of its subsidiarice.

Nothing in :he Plan or in the agreement evidencing any cption granted under the
Plan shall conter on any employee any right to continue in the employ of the Corporation
or its subsidiaries; affect the right of the Corporation or its subsidiaries to terminate
his employment it any time; or be desmed a waiver or modification of any provision
contained in any sgreement between the employee and the Corporation or any such sub-
sidiary. ‘The agreements evidencing options granted under the Plan may contain such
provisions as the Committee shall azprove with refsrence to the effect of approved
leaves uf abyence.

10, Exercise by Represeniative, ele.

1f an employee ‘0 whom an option is granted dies while in the employ of the Cor-
poration or its subsidiaries or within three months after termination of employment, the
person or persons to whom the option is transferred by will or the laws of deacent and
distribution may, at any time within one year after the date of death but not later than
the date of expiraticn nf the option, axercise the option to the extent the amployse was
entitled to do s0 on tie date of death or termination of employmen:, whichever was
earliier. Any option or portions of options of deceased employses not so exercised ahall
terminate,

11. Term of Plan

Subjest to Soction 14 of the Plan, optiuns may be granted under the Pian at any
time up to Februury 12, 1985, which is ten years after the date of approval of the Plan
by the Board of Dizactors.

12. Swrrender of Options

The Comm’tee may, under such terms and conditions as it deems appropriats, sccept
the surrender of the rigat to exercise any then-: "ercissble portion of any non-qualified
option and authorize n payment in conmideration therefor of an amount equal to the
difference obtuned by subtracting the aggregate option prics of the number of shares
subject to the option or portion thersu! so surrendsred from the aggregste fair market
value of such number of thares on the date of auch surrander. Buch paymeant may be
made in shares of the Corporation’s Common Stock valued at fair market value on the
date of such surrender, or in cash, or partly in such sharss and partly in cash, as the
Committee may in its diseretion detsrmine (n each case, provided that the Committee
detn;minu that such settlement in consistent with the purposes set forth in Bection 1 of
the Plan,
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14. Changss in Common Stock

In the event of any reorganization, recapitalirstion, stock aplit, stock dividend,
merger, consolidstion, combination of sharss or other change affecting the Corporation’s
Common Stock, the Committee may maks, subject to approval of the Board of Directors,
such changes as it may deem appropriate in the number anc kind of sscurities to be
subject to option under the Plan and in the number, price and kind of securities covered
by options granted under the Plan. The agreements evidencing options granted under
the Plan shall contuin such provisions with respect to such changes as the Committes
may from time to time deem appropriate. The Flan shall not affect the right of the
Corporation or any of its subsidiaries to reclassify, recapitalize or otherwise change its
capital or debt structure or to merge, consolidate, convey any or all of itr ~4sets, dissolve,
or liquidate, wind up or otherwise reorganize.

14. Amendment or Discontinusnes

The Board of Directors may from time t{o time alter or suspend or at any time
discontinue the Plan, but may not, without the consent of the holder of the option (except
as provided in Section 18 of the Flan), make any alteration which would affect an option
previously granted or, without the approval of the stockholders of the Corporation, make
any alteration which would (except us provided in Section 18 of the Plan) (a) increase
the aggregate number of shares for which options may be graited; (b) decreass the
minimum option price; (¢) make persons serving as members of the Commitice eligible
to recsive options under the Plsa; or (d) extend the term of the Plan or the maximum
period during which any optio?: .aay be exercised.

16. Liability

No member of the Board of Directors or the Committee and no officar or employee
of tha Corporaticr, shall be personslly liable for any act taken or omission made in good
faith in connection with the Plan.

18, Bffective Dats

The Plan shall become effective on the date on which it is approved by the afirmative
vote of the holders of 8 majority of the sharcs of the Corporation present in persow or rep-
rasentsd by proxy. and eniftlen. *o vste at a8 Meeting of Stockholders of the Corporution.
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LNCILOSURE C,

DEE]} OF SURETY AND GUARANTEE

The undersign:d GAF CORPORATION, 140 West 51 Street, New York,
New York 10020, US4, .tates 1o be aware of the torms and conditions
of the Loan Agreemei., dated November 21, 1975, in virtue of which
the ALGEMENS SPAAR. EN LIJFRENTEKAS and the NATIONALE
MAATSCHAPPIJ VOOR KREDIET AAN DE NIJVERHEID have granted,
each for one half and without any interdependence a loan in the total
amount of ONEC HUNDRED THIRTY SIX MILLION BELGIAN FRANCS
to GAF (Belgium} N. V., Industriepark 1, Sint-Niklaas.

The undersigned confirms herewith its full agreement with the terms,
provisions and modalities of the said loans, amounting together to

ONE HUNDRED THIRTY SL¥ MILLION BELGIAN FRANCS and declares
to guarantee both up to the amount of ONE HUNDRED THIRTY SIX
MII.LION BELGIAN FRANCS in principal, together with the interesis
and sccessory costs related to the said amount.

Up to the afore-said amount of ONE HUNDRED THIRTY SIX MILLION
BELGIAN FRANCS in principal, the present deed of guaranty also
holds as surety for the promissory notes in the total amount of CNF
HUNDRED THIRTY SIX MILLION BELGIAN FRANCS, due on the
following dates:

-« promissory notes in the total amount of F 70.000. 000, - on July §
of each of the years 1978 up to and including 1987;

-- promissory notes in the total amount of F 66.000. 000, - on January §
of each of the years 1978 up to and including 1887,

and signed according to the above-mentioned agreement by GAF (Belg.um)
N. V, to the order of the ALGEMENE SPAAR-EN LIJFRENTFEKAS and

to the order of the NATIONALE MAATSCHAPPU VOOR KREDIET 4AN
DE NIJVERHEID in representation of the above-mentioned transaction

as well as of any renewal of these promissory notes.
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The undersigned underiakes to sign these promissory notes for
guarantee, upon the first request of the ALGEMENE SPAAR-EN
LIJFRENTEKAS or of the NATIONALE MAATSCHAPPLJ VOOR
KREDIET AAN DE NIJVERHEID, this guarantee being given to
the benefit of each holder of these promissory notes.

The guarantor expressly waives for himself as well as for his
heirs and legal successors, the right of eviction and debt splitting
and the benefit of article 2037 of the Belgian Civil Code; the
obligations of the undersigned are indivisible, with the farthest-
reaching consecuences of indivisibility,

The undersigned recognizes that whenever the ALGEMENE SPAAR-
EN LIJFRENTEKAS and the NATIONALE MAATSCHAPPL) VOOR
KREDIET AAN DE NIJVERHEID may require the anticipated
repayment of their claims from GAF (Belgium) N.V., Sint-Niklaas,
they have the same right with rcspect 1o the guarantor.

Subrogation in favour of the guarantor who made a partial repayrnent
of the ALGEMENE SPAAR-EN LIJFRENTEKAS' and the NATIONALE
MAATSCHAPP1J VOOR KREDIET AAN DE NIJVERHEID's claims
may never be prejudicial to the said Nationale Maatschappij and
Algemene Kas; in such s case, the iatter may, in accordance with
the stipulations of article 1253 of the Belgian Civil Code, exercise
their rights for the amount still due to them by priority over the
party from which they received payment of a portion of their claims.

With regard to the guarantees which are provided in favour of the
ALGEMENE SPAAR-EN LIJFRENTEKAS and of the NATIONALE
MAATSCHAPPL) VOOR KREDIET AAN LE NIJVERHEID, the
undersigned undertakes not to exercise any claim or recourse
neither against the company, which is the main debtor of the credit,
nor ageinst any other debtors or guarentors for any paymeuts
which the undersigned may have done on sccount of this guarantee,
48 long a8 the claims of the ALGEMENE SPAAR-EN LIJFRENTEKAS
and of the NATIONALE MAATSCHAPP]J VOOR KREDIET AAN DE
NIJVERHEID have not been emtirely repaid in principal, interests,
costs and ancilla.y 2xpenses.
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The undersigned dispenses the ALGEMENE SPAAR-EN LIJFRENTE-
KAS and the NATIONALE MAATSCHAPPL VOOR KREDIET AAN
DE NIJVERHEID and, generally, any holder from protesting the
promissory notes mentioned above and dispenses them also {rom
any formalities whatsoever, including the advice of non-payment
as provided by articles 45 and 77 of the co-ordinated Belgian laws
on drafts and promissory notes and renounces taking any action
under the terms of the last paragraph of the said article 45 or any
exceptions or means of forfeiture; the undersigned acknowledges
that non-withstanding the non-fulfillment of legal formalities, the
interests shall still be due just es if the formalities the holder has
been released from had been fulfilled.

The holder is of course at liberty to exercise protest if he deems
it necessary.

In derogation of articles 1253 and following of the Belgian Civil

Code, the ALLGEMENE SPAAR-EN LIJFRENTEKAS and the
NATIONALE MAAI'SCHAPPIJ VOOR KREDIET AAMN DE NIJVERHEID
have the right to indicate the promissory notes to which ihe payments
effected by the undersigned will be applied, to effect partiai appro-
priations on several promissory notes or 10 defer the appropriation
until the due date of all promissory notes and even until the result

of the exercising of any rights which the promissory notes give them.

The undersigned recognizes the competence of the Brussels courts
and the sole applicability of Belgian law.

Done in New York, N.Y. on the
27th day of February, 1976

GAF CORPORATION

L A ’ W,
jette M. ra
Executive Vice President
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STATE OF NEW YORK

)
) 88
)

COUNTY OF NEW YORK

On the 27th day of Fobruary, 1976, before me personally
came JAMES T. SHERWIN and JULIETTE M. MORAN, to me
known, who, being by me duly sworn, did depose and say that
they reside at 271 Central Park West, New York, New York and
10 West 66th Street, New York, New York, respectively: that
they are Executive Vice Presidents of GAF Corporation, the
corporation described in and which executed the foregoing in-
strument; and that they signed their names thereto by nrder
of the Board of Directors of said ¢ orporation.

{Notarial Seal) .
Notary Public

oS v CALLON &
REE . ~

owm Inib

e 2 0106

!

Shose ’
c-é'-fﬂ'.éi"... Jas:
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St.=diklana, I:*.:luatr.tegar‘.: 1, ingooshraven in net andels-
~azistar te 8t.-Uikxland o=der ar 28,545, hlorza gaaosxd "de
ondarnenizz”, hiar verdsganwsosdigd koacavens artik:l 24 <an de
statutas door Go Joor Trank Tacnas CaiPAdI1, SahooTdoT ’

“ vaas::&o 13 Pyloxr 590, Aivoroids, Coanoatisat 06378, VeSede
o3 dc Saar Saamgos L.374, 2sh00se0r Alzase0n DirokXioar, <2saonde
ivesas 62 la Jarsy Rooe 5bis, 1153 Brusasl

upzdt ovesessicikonan wat volgt s

4=ti%sl 1, - Bairag - .
De AZATTHI2 ZAS oa de SAZIONALS MAAZSCZAPPIJ, handelend Zondex '
solida=itait onder ellksar, asvaan 22a de cade-naaing elis odn
«modiet Lod 3 de Aigomcne Kes son Jowaldiet groot F €3,000.000,~-
(AGHTLIEESTI6 LTLJOEH FRARI) ea ds Latiozale =2 +sohappi) con
w=adiat zzo0t ? £5.C50.000,- (ACSEIZZSTIS LTwI0Zd TRAIX).

Azsilkal 2, -~ ¥s82]kohior

Dazz kraliotaon wordom tocgestean on panvaaxd onder de laoten,

clausuled 2n Slaczone ToOTRRITien wervat in het hiexdijgavoesd
=s321%ohiar ea 3ija Dijroazdsl, in zo7er e nizraa aiet woxdt

Tan afzcwaken,

Artivel 3. -~ Doel

Overosavematig ds door de o-fersesing versirsite inlichtirgen,
2ijn 49 iz—3diatzn sed2n =00 hot zlodaal “esdiat van

7 125,47°0,000,- toogestaan dsor de Llzzmene a2z en do Natlo-
nale Yaatzchappl) op 15 oktoder 1977 beztex=d tot cedecltelille
: rimanciering 7an izvesteringaa te St.-llklaes 7oor en hairas

wap P &8, 83%,000,~, zijnde @

70.,90850.000,~

- Je op:‘i'.:!’.foinr; an Pﬂ?ﬁuwﬂﬂ sesEmeassaeR P '36&.550.9?0,-
W ~ dg DER¥2ID V0N MATETLNEl seceercccrsors ? 125,088,000 ,~

N

- An CITE2SD YBR PrONYNA cesscccvscocsncs ¥

i - in;p‘:;'.- geshuis— an 25U1isKN3tEn coveese F 45,100.000 ;=
..h. '/ -
B ) / F OAG AR O00 - .
’ II-IIIIIIII.'II
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lat detail der investeringen blijkt uit de dsor de cadesnenin
nedegcdaelda iallehtinsens Deze inlishiin=en berusten in het
dosaier van de Alzemene Kas en de Niationale Maatschoppif,

. Artixel 4, - C-z7oine van het krediet toczestzan dcor de
Ar~s3ene hAs
* ) net door de Alremene Kas toagestane krediet zal oprelozen

vorden door afritte van orderbriefjcs. Jace ordexrriefjes
~ullen drur de calernening ondertekend warden aan order van
de Algezone Has of volgens ledere azdere n~2aliteit door de
Alzemene Xas sanvaard,

fiet opasmingsprograama voorziet dat het krediast 15 volgt
zal opgenomen wordea :

7 35.000,000,~ op 6 Juli 1976
¥ 33,000,000,- op 6 januari 1977,

+an boveanstaind opnemingsprogramma zal niet mozen afpoweien
vomden zoader het akkoord van de Alzamene Fos,

52 ondermexing zal 10 orderbriefjes van T 2,502.000,- ex 40
sraevbrinfies van ? 3.300,000,~ ondertekenen. Teze ordar-
hoief jes sullen recpoktievelijk wersallan 313 wolpt ¢

‘o trapzhe 23 7 22.03C.C00,- ¢
T 2,700,009, o7-% uli van iazer der jersa 7TTE oL en ot

RT3

20 teanshie 2%

1%
]
n~
i
te
| BN
ey
L&
8
|
]

- 5.3“ .909,- 3?—

-:"t 1“87.

Y4 .
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De interesten voor de béide tranches zullex berakensd worien
toren de reatevoet aie op 1 jenuasri 1376 door de Algomane ras
-3l worden toszepsat voor gelijkaar ..a Lredieten - ¢ XTI
—~asten zija semesirisel em bij ~verschenen ter=ijn oe*..llaar
op 5 juli enop 5 Januazi.

=aa rentetoelace van & ¢ werd door de Stoa: socqakend op
r=ond van de wet van 50 deceaber 1970, péduranie viez jaz— te
rakenen vanaf de datud van de serste opnenizp op icdele
rrodiestrasche. Ie rentctoelage wordt berakend overssnko=ssig
cen theoratisch aflossingsprogrsasa van 10 celijxe Jaarlijkse
delringan, da eersis vervalle=d &én jaor nz 3e eersto geld-
opznexring op iaderse krediettranche.

vazaf 6 juli 1920 zal de =entovost worder wervEngen &i0Y
dapene dig 0p © april 1380 doox de Alpemene Tas zal worlen
tsoenepast voor geliskaareine urediston mes eean duur die gelilk
is aan de 2anvenkelilkze duur van het suidig rrediet.

-=n seatevset zal niet worden gowijzigd wannoer 29 nersigning
~nen rroter verschil dan 0,2% ¢ 's Joars to° revalp heef*, Cp

5 fyli 1921, 1925 en 1985 201 d¢ ondarnenizns et rocht heblen
vt yopdinssaldo terug te batnlen, =itg 2a Alremene Kag hiervan
. w.lrien dnpen LevdTen serwitsird rn naar oSl wereneilne VAN
=rp naand intnrnsé Yy tnald wardt, tepren e cnsenennt, YOI ATICNL
on et kroaiet ah —anrralie: dolo en Yonnbernd

coruriotnsld belrng,

»
YR N
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U ETaTe LAt epanDl

Apsiiel 3. = Opmomuimg wan hol locdied +ag~ontazs deon de
-y

qet door de Tatismale zatszehappi) toozests mrediet zal
owzcaomon wozdea door 22gifte van oxderdriijes. Daza order-
v=iefjos zullen dsox 4@ cadozmaaing ondorisikand worden 2z3 oxder
van de Jaticaalz Uzatzchappil of walzens 193303 azdare =cdall-
teit door de Faticaale aatsokrappli] aaavaard,

Hot opnoniagsprazrac=a voorsiet dat 42o% kreiies alas volgt

zal opgsnosaa worden
7 35,000.,000,- op 6 Jull 1976
? 55,000,000,~ op 6 jeanuari 1977.

7an boveaaisond opnominzapregracma zal alet zogen afgo=gken
* corden zo=ler %ot aklooxd van de Naticnale tachappil.

ne o=ds-mcming cal 10 orderdriefjes vam 7 3.500.000,~- en 10
orderbriofiss von 7 3,300,000,- oxdartekizen. Deze order~
vrisfios sullom a3poekiievelljk Tarvallen ala 7olgt ¢

1e_traunghs ad ? 35,000,000, 2

P $.500,0C0,--0p 5 jull van isder der Jaren 1376 tot ea et
1987 )

20 4ramaks o4 ¥ 33,000,000,- 3

¥ 3,300.000,~ op 5 Jomueri wven ieder ler !aven 4078 tot en
) ~et 1287.

e ]
tepen de rentevoe® die op 1 janueri 1375 299> fe Ta*iomale
Faa«schdapi) =zal worden toercerast voar geli/raaxrdipe krelieten
is interesten zi'n semestrieel en vil verschenen ternijn

%/ Jsetaaltear op 5 Jjuli en np 5 januari.
M 4

1=
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-1gm ozatatosloge van 4 5 ward door de 3t2al £sogciezd op
x=ond v=a de wel van 30 desasbar 1670 geduresle viar Jear

&3 wakosam Tomel de datta von d3 caTala op=szing op icders
1—adiestronehy. Do reataltoslize Tordt Derakaal ovosoanikizatig
asn thooratisch aflossizgsprogrocma Tin 10 gelijke ja=rlijize
dalgi=zon, Ce cerste vervallend &éa j=axr za de 233%8 gold-
opacaing op icders kradietiranche.

gy SR EE T

s —

Tana? 6 juli 1200 =al de —~amtavoat wordoa vIrvongaa door
dazoae die op 6 april 1520 door de Jatiomals Toatschappid
=31 warTdsa tocgopast voor gelijiaardiza xrzdiassen met een
Guar die gelijx 43 canm do cenvackelijkze dw=r vax hat huidig
ecdiat,

ng »2atavoet zal niet wozden gewijzizd wannsa> de heoziening
z3sn grotar vexschil dan 0,25 % 's jaars tot 3ovolg haelt.

Op 5 juli 1981, 1983 en 1985 zal de sndermeniny het recht
waphen kot xrodiessaldo terng ta batalen mits 4z Tationale
v=a%soohappi) hizrven vijftien dogen tavoren 7avuittizd en haary
con vo-goedirg 72n ses paand intarest bateell wordt tegen de
=antaroot 7an krasht @ hat krodiet op voormelds 32%2 en berekond
op hot vervroszl ¢+srugbetanld dairag.

Lrtip) 6. = Janzbormen

mot makomheid 7an 83 terugdataling in Rooliscz, insaraaton en
Yvijbehoran 7op G2 l-edieten tocgestean bij saderhavile oTErIER-
rozst, door de Alzangne Les ea de Nationale Mactsakappll, en
43¢ zekevhaid 7an de botuiing der orderbriefies, o=lertexand

of nog te onlertsieuen in hoofde van huidige overssnkomat aan
o=dor van de Alz-mene Kas en de Nationale antachappi), of van
nua aventuele harnisuuingen ovenals tot sekerheid vaa het glo-
baal krediet van @ 125,000.000,~ toezestaan door %2 Algozene Xas
oy do Natiesale Taatyohappi) op 15 okteber 1972,
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A. 1) Tozbizat &3 emdarnening zich het hiwazTes=ald sacd se=2de
da Zo3darda ogroerand door vazta=aing, aist e vervese=den,
i3 haur 32 gavan of e basmarsn =a% gelijs welx oacht ten
veondale Ton dordan, sondox haid Toorefomend Siotareven
aklaozd von de AlzoaIne 7az en 3e atimale eatschappll.
Das woormos=3e onroerexde goederea sijn ¢

eon parcoal grocd met de or op te riohiea gatIU=a3, Salczea
in de T=duadriacoas op 4o Zr=senten 8inteliklaas ca Tesse
s=sa8a do 31zcalostraad, Autozaslweg = 3, Hoog-s=aratoaat

¢n 42 Spoorweg echalen~Zornanzen, g=oot 13 k2 0 8 §9 oa,
gai=2dssdroczd of ek goweest oalktie O =3 1150, 1141, 11437,
1149, 1150, 1151, 1152, 1163, 1156, 1167, 1167/2, 1168,
11€s/2, 1189, 1170, 1173, 1473/2, 1181/ 4201, 1182/a,

1183, 1124/4s249l, 1192/80e1, 1193/4001, 17134, 1995, 1196 en
1209/8cel.

Terbizat 4s onieraring gich op oerats T1erzoek, hetzl] van
de Algcaex? Xos, hetzij van &0 Tlatinale Maatashappi), tot
zoezhoid van haidige xredieten en ket zlotzel =odiet 720
P 125.000.C90,~ tocgestacn door de Alzocome Zos ea de M2%i
aale Mantookappij op 15 oktoder 1973 4in hot rcowdcel van
ds Algazene Zo3 en ¥ai de Natioznale 'ea4schappi) op ToOT~
~g14p onraszande Zoodersn nyzothosk %o ry=~lenen tea bolope
<an sozon T 2£1.900,000,- in hoofdaez, bazs7ens interdsten

en »iibokoren.

Do orantasel ts nozsn hypotheek =s8t in 1e ranz kozelnl.

Dazs verdintenis moet gestasfd worden 40X een onherraepe-
1iixe notarivle volmacht tot hypothokeren, in vlanco en
{n drovet, ten belope Tan ¥ 261.000.000,= in hoofdsom,

. Fpleona psdel hieraangsheoht als asankanzsel A,
UK )/1

./..
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Algorena tot daaducrkelijke cazotting in hypotheek over te gaan,

=ullen 42 Algeaene Kas ea de Rationale HaatschappiJ TAP CCRPO- ﬁ‘.:'}r .

“AT10W te New York, dasrvan 15 dcgen bij voorbeat in Zennis
stollen biJ aangetokend schrijven.

@ot zeker:hsid van 4e terugbetaling inm hoofisca, imteresten en
bijbehoren van de kredieten tocgastaan tij ozdarhavize overasa-
koast, door de Algensne Kas en de Hatiozale Isatschappid. en
tot maxorheid van de betaling der orderbrieljes, onde-tekent

of a3z te ondertekenen in hoolfde van huldige oversazkoney aan
order van de Algezens Zas en de Nationale laatschappi, of van
nwun sventuele hernisuwingen.

1) verbindt de oaderneming zich haar nondelsfonds niet te ver-
vreealan, in huur te Zeven of te pezuaren zet pelijk welk
recht ten voorisle von derdea, zoader het voorafzsand
geachreven ckikoord van de ALlzemene Zas en de liatiozale ¥Moat-
schappi)

r

2) verbindt d2 ondernexinz zich op he! serste verzoel, aet:i]
o de slsgoz:ae Zas, hetzi) van de Matiozale Maa:scharpid,
sot zekerheid van huidige kredisten in het so0rdcel van de
Alzezene nes an ven de lstionale Neatanr.eppi op naar henfels-
fopds, wond te verlenen ten belope van P 126,000.000,~ in
woofdzoca, beasvens interssien el bijbehoren,

T gyantusmle iacchrijving van het pand op nnt kandelirlonis
mas; clechis warden vooralgesz2an door da gvansuele inganrijving
on us nandelszack in cernts rang ten balore van 7 425 ,000.000,-
in manfinnm, Lgnevenr interesien en yijhetovren inpevalpe 4
notari®le volagsht %ot vergondine mandnen =58 spkesheld van net
=199alsn krodiet van 7 425.000.20%,- ook 4“serectparn i0oT df
Algemenn Fog en 4e liztionslie “aztsehappil o7 15 skeover (372,
tere vartintanis moet restaall worden door nen ophervoe;olijie
antarifiia volzasht sos verpanding, in dlanzo en in btrevel,

sen uelspe van F 1306.000.C00,~ in hosf4zsa, volgens moalel
misroar=er~zht 3ls sathappsel B. '

Alynenns ta% Anadyerkelilke vertiping ven el pand ap e LaN-
delswner avor *a gaon zullen de Alpnmana £as on Ao dsticnale
Mnntrad np i j BAF TGRIORATION *a law Ynsy 4s3vvsn viiftien daren

L€ e co gt dm penm:. o tellen bl uunfesszant gehd jurto
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¢. GA? CORPOTATION te Mew York (U.5.A.), B.Z. 149, Jast 5ie v
Stpoat =al heapaval ea solidairs Busgtocht oo
? 436,000,000,= in Roofdsod, beasvias 1=te=agian €2 pijbe-
 BorTaa 223 de “rediston coeten verloael. .
Dit =7al zal bij cfsorde=iijke skis wozlen TaastTeRt TolgEns |
=032l hiercangchooht als aanhangsel C. '

Axtikel To
1) Golijtiijdig met ket godbruiken van de gslden Toaxtkoamd '

van ds Trcdiston moet de onderzening nelf Toor de finanoie- !:
=i~z ingtaan ten balopa van ?, 109,948,050~ =3 het scdceltz |
vam 40 invosteringsuitzaven od 7 205.558.559, - voorsien ‘
coor 197> ea 1976 dnt niet godekt is door het aettoprovesw
von 40 ruidiges verriohtizg. De vorantwoo-Airgciskuscnlen
dcor 12 ondornaming voorgelegd tot siavizz 7ca 42 opnenings—
aanvsagzen mmllen slechts in sammeTiking genoled =o>iea voor 57 |
¢ van %an dcdrag. Daarns moat de onlderzining zelf instaan
voor de firanojowring vaa het gedoelte ad ? 902,490,000, |
vaa de inveateringsuitgaven voorsien 7ooT 1977 en 1978 en 2a° !

niet codext wordt 4our hot zattoprovena 7 da krzdisten. .

i
.
i
f

2) Bij afwijking van artikel 2 van k=% asAalkonler Tordt de
opaaaingsternijn van het k7 ° _ot od 2 125.029,000,~ verlenzd
<ot 31 januari 1977 ea de urodietopeninps-rovicie cenvornis
»rpoald op 0,50 ¥ 's Joaxs,

3) De belans met exploitatie- un verlies- ex mingtrokeing van
de /7 CORFORATION Ajiont jacxlijis, 4 mparden na ie afsiuite
datum van kat doekjaar, san de Uationals naatochappiy ter
inzage te worden overgelegd. Deso balans iieat e worien
goeizakeu=d Sour een as;mantamtaor =e iatermatimale

7

.,.l
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4) 2oz 24vics Tan osn Aserileans jorist, cmafhockalijk van
da ozlgrnsai=g en de hoxg, dlopt can do Tajio=nle Mhatocebap-
pij %2 wozden ovesgelezl § hieria 230t wozism vaTastipd
4at @

- da &soz do borg ondertekexnde ckia vaa solidaira ba-gstellin
ea ¢al nlet atrijdig is mst do Ameriinaniae watsaving ; ‘

- d2 3datutsr van 43 Yorz ea do rocds door 43 Yorz az2ags~
gaae verbintcpicsen hem toslaten voorzocaie cikis Vo g0li-
daire dozzoielling en aval to o-lertaxinan 49t calarkeid
van de vesbintonis vap de ¥V, A2 (3TI31TS) e Sint-
Hiricas, soals blijkt vit de Maidige ovaseanke=3t van
krciietopening §

- &6 p3zooon of personen 4ie voor de Yorz 4e ckte van soli-
daize bo=ztochs en aval ondertekeaen, hem Zelllg 7er-
binden ;

- de 1gor 42 borz onderteXerds akte van 3olidaira borztocht
ea oval beantwoordt en voldoet aan alle waitslijxa warelste
ten einds som svontueel trasen te kom=an Tomnis ult te voare
in Azerika,

5) De toskanminz van dc rantetoelege werd dsor de 3tzat onder-
zeachixt gemaakt aan e voorwasnxden varvmat Iix het dijrsesael
bij ket =odelkohier en de volgeale dijsonders vosraaarde ¢

ds tewerkstellinrg dient op 31 docexber 1978 minztens 1014
p’e.-:so:an te bedragen vaarvan minizum 15 gakazdisapten.

“

;“/ | ofes
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§) Ta zo-taozakia von do Gro=d Dol dc Tesia=nle Tratooh2ppil)

tar zo2dkezw»ing wordea ovarzelosd 3 2li) =3 5593 clzusules

inw=gy D™

bavation Aie de geldizhaid van de overecnziiozan Se=andies

‘eamumay anatasica of in Toarde voralsdsiad. .

7) De 3sor de overheid goedgokearde definitisw plazsca en
uwaataiiian evanals de Pouwverguaning dissnud da Tatio=ale
ragtzchanpij ter goedkeuring wvordan ovargelesd.

8) Pusioes ea cp3lorpingen godaen door de cadamoaing o 4oor
gA? DONTORARICE, Usw Youx sija toczslalaz egnder Zet vooral
gocad gesohraven akikooxd T2 de Algomaze Zos ea de Zotlo-
aala Izaisskepplj, indien als gavolg dzelTon ®at gossasolie
dssd eigen TermoZe:. van GAP OORPORATION niss Suiacden de
3 2%1;,000,000,~ daalt.

Godazn te Brassel, in drie eksazplaren,0r 2% 2dvVorder 1975 (
\

1,7. a7 (3Z:6I0H), AIGZERE SPAAR=- =N MADIOYALE DAAT-

LIJFREW2ZZAS, ?.3333& "'!-t'i’g‘i'ul' Jg‘ogz
. . 7 g
; : TICTIRISID, WaTe .
i g le sl .- : Py :
' --‘4/l’ e T
{ . / , ~
T ’ - { )
. '-;.L.‘!l [ .
1 2ezesrder F. CLEEREN (. . _.. . * —=i7 -
i Alpenesd Direntour vt e Teed
Direkteur Letuiinag
tel, ' B ,..‘.')'I -.d’ .-..:
TP OAMPANGA AL .i!
dahog=der 'J;i-!'...l_, oM
T i
Gy Rl
l. A .::-l. . : .E

N
-
. n
- 1
e
Y]
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MODEIXORIXR DER ALGIJENE VCOZHALRIEN
so1nEHD VOOR DE KREDIETEN FOEGESTAAN DOOR
DE NATIOHALE MAATSCHAFP1J VOOR KREDNTET AAN 25 RIJZRHEID
EN DF ALGEMENT SPAAR~ ER LIJFRENTELAS

In dit modelkohier wordt de Nationale Maatcchappij voor Xrediet 2an
de Nijverheid bij afcorting "Nationmale Moatschappis" gencazd en
de Algemene Spaar- e iijfrentekas de “Algenene Zas", dcgene of

degenen die hel krediet hebben verkregen fignderasning", iedere
veachikking over hel krediet "opneming®.

ARTIRZL 1.

Opnemingen. - De Nitionale Maatachappij en Zfe higemene Eas kunnen
jedere sanvraasg tot opnexiag sanhanzig houden totdat de algexene en
bijzonders yoorwasrden van Let krediet vervuid z-jn en, onder meeT,
totdat de formaliteiZen gijn vervuld die nodig zija opdat de ver-
gtrekte waarbdborgen tegenustelbaar zouden zijn asn derdsn en de over-
eengekomen T2 vekleden.

De lationele MaatschappiJ en de Alpemene ias 20583 de opnexingen
paserreaschikt nmaken aald het vertonen der stukze: waaruit dlijke

dat de gelden npgeaomed wordsn tepeinde het doel waarvoor hetl krediet
werd toegestsan te verwezenli jken.

‘rTadien de snierneming niet het gense krediet opnesnt, yenyallen de

laa%gse sreaches VaL het aflossingsp-8n asasme<se ven net niet opge-
nomen sedeelte.

a calerneding moet hel overeengekomen opneninzenlan in achy neaen
onierric:;tiagan gevan bestreffende de bestemming ¢ 4e wijse van
ceowten dar celden die te herer baschikking eéazqn geeteld .

~a~ arediat, - De & cisnale Maastachepril 2 e algexene Ror
y n.g%20n nes Tasn%, door de vitdrakxiag van hun wis calfas pegeven Tif
rowrne Lrial, roan opnening meer tof te latan .3 . sapar e iROon VED
negean S88nien La rekensn vanaf de 3ag van het zan.en dnor 4 N0~
wi~nala las=-chappid en de Alpezene Las aan Aa ~ziernemiag ven e
snesmampminrrnrinl of van dae kredie:openinzsovere&nko:st.

headinsananineoprovisie. - Indisn het gehrla heiTsy vad par Kredied
in anzenszel iimnan de drle masnden vanaf Aia %8z, is £eeEn kendiot-
nr-afnuspro?inie vevrschuldigs.

:*”1bnuf nan ysvririfkan van die cermiin van arie zssnten ‘g do onter-

*
e

-.*i

neinr fen a*uiinnopnninuaprovisie verschuldigd <5 hes nier onen-
pomen 4ee’ van hol krediet of np ne% solledie :airer van wet kredier®
inpian panar.el hniray wert nnzansaen., oie nenviglie Jordt proTata
tamsmetn Lesokend on i bi| ovrysilen CormiLn L4T88LL30T, uiteriijk
ap *o* aindc U0 ol neimenfe

& L Q* ‘-'-1. “‘« . < .o - L ! o _1_‘__ ’

N . I S

AR A TSI S Sl AN AT - L S T S -
T2 T B W T NN ; : oo
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Het percentsgc van dic provigie is vastgostsald op esd ralf procent
's joars von de vierdo asand of tot en met de tuaalide zaand en op
adrievierdc procent 's joara vana{ de dortiende =2and, ozveraizdem
he: rechi ven &e Hatiouale Maatschappij cn de Alzec:ae Zag et
kredisat te sliulten ns afloop van de negeade zlazd.

Vergoecding voor niat-gebruikmaking. - Ingeval van sluitizj van het
kredies, hetzij Aoor ':ernki.ng, netzij door toepzssizng ¥22 ket
recht varlesad in ds carste a {nga vaz 4it srtikal, hebdel de
sationale Hastschappil ea de Algemene Kas het rechi van ce ocder-~
neming, buiten de Yrazdistopeningsprovisie, 8en veu soeding vcor
niet-gebraiimaking -e vorderen dis ° °s maanden rente Dedraagt op
het hedrag dat bij Ae sluiting nog niet is opgencaei. Tie inte-
rest .- twiden herekend teged de rentevoet toepcsselijk op ket
krodiel rasrbdi) gren rekening wordt gehovden met ¢ toelange, die, i3
voo-20-end geva., dooyr de Staat toegeXens zou ~I.1 tot veraindering
van de door de oazderneming Te dragen rertelast.

ARTIEEL 3.

Ondertekening van orderbrisfjes. - Ds opnezingen gebcuren tegen
nverhanfiping van orderbrieljes wasrvan de verva.dazen overeen-
~tamman et hat avereengexsasn aflossingsplan.

Deze orderbriafjes, comade Ais welks §u voorkomend geval, =et in-
rtemuing van de Yistionale Mastacheppi] en de Alge=ere Las enter-
tekend zouden worden bid wijze vaa gehale of gedeslselike fer-
nieuwing van vrosgere orderbriefjes, brengen geel schuldvernieuwinr
teavwesr.

ne La-icnale Mastschappi en de ilgemene Fas worien e uisdarielifk
van onsslapen sowel de o~derbriefjes en 4azer g ansiale heraieuvinper
<, dpen proteateren sls ssnder welk beright te reven o7 fawmplizeis
te vervullen.

srgntseal ¥unnen de Hationale Maatschappi] en 4a ilFexene Ros
anie=a =ndpliseiten voorzien vooT de vertepenwnoriirinp van Lur
oL Ay rdering,

BOINIL b,

tmeararsen. - -8 iateresten ziln semeciriecl en ti} wywrcehencn ‘e~
=ijin vataalnaAr | 1.ij het terekenen dimyr iitemgrorn WITC wa st orwd
dn-, alie maand dertip depen «elt,

“rmdisn, o3 tender walke roden, een speighare I yama= Ta i VAC' =
rec-niie varsaldep wordt » erupbstesld, t14.f% A« (7 noaw’ ML TR
“ne Aa Ayg 780 @ werkeli ke tarugtetaling an RO ZAR T | L A Ll o
mander ganmanine en npdeT vanetonnud van elle watn &l er Lot losm
?r.r'-n van 4= Lationale Muntocheppid en A2 alpers it re-.
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Indien de rente op haar vervaldsg niet wordt betaald, is asn Ade
Rationale MaatschapplJ en.ds Algemene Kas van rechssvese en zonder
aangoning, vecr het tijdperk waarvoor de rente ccnveationeel ver-
schuldigd is, eem rentesurplas verschuldigd van een %alf procent
's jaars berckeni op het bedrag in. hoofdsea van Ge schuldvordering
Jat als basis diende voor de berekening van deze interesten.

Indfen een bedres in hoofdcom op de vervaldog niet wordt Seruzie-
saald, 1s zan de swationale Maatscheppij en de Algezene Ens eveneens,
van rechtsweze en zonder asnmening, een rentesurplus verschuldigd
van een half procent 's Jaara berekend op het niet betaalde dedrag
in hocfdsom en wel van de onbetealde vervaldag af tot de dag der
werkelijke terugbetaling.

De verhoging van de rentevoet met een half proceat ‘s Jusrs is van
rechtsvega tospasselijk in geval van vervroegde opeisbaarheid van .
het saldo vapn het krediet en zulks vanaf de lastste vervaldag in

intevesten die de Adstum der omuiddellijke opeisbmarneid voorafgast.

ARTIKEL 5.

Vervroegdes terugbeialingen an wederbeleggingrsergosding. - Volleédige
of gedesltellijke vervroegie terugbetalingen zijn ondervorpen san de
goedkeuring von de Hationale Mastochappij en de Algezene Eas. ZiJ
zijn riet toegelaten tijdens de serste viji kredietjaren.

Tervroogde terugbetalingen worden bij voorrang sangewend tsr aflos~
singg van de verbintenissen waarvan de vervaldag het verst afpgelegen

ige

Zen wederbeleggingsvergoeding is verschuldigd in gevasl van ververoepde
serugbetaling 3 2i) bedraagh ses ssanden interest op de restortie pom
en wordt berekend tegen de in de laatste alines van artikel & tle-
doeldo Tentavors,.

ARTIKEL 6.

Onmiddellijke opeigbasrheid. - De Hationale Moas%zcheppi) en 4= Alre-
mene Lan hebben het cecht, door senvcudige kegnizreving ven haar

wil dienssnpassnde, zonder sammaning noch sender walke perechiclilke
roraaliteit, esr einde te rntellen asn het kredies en 2e omniddelliike
terurbetaling van hear schiuldverdering te sigen alsook de boevid Minr
uan al “e dnor Lesr Jepenc de onderneninr penonsr ve-linlsairren,

nrt 2i) ieze verbintenisgen voortvlceion uit he%s roeiiet ol ulc andere
wapmichtinron, in && volpenda pevallen

a) onjuiste inlichtingen door dn onderneming vavripsy: aun - Fi-
. ¢innole Mastcchappll, de Alpnmene Xan of sar Lane hfpyevgnrioden §
\\ :t L) nic)-naknninn, ipor de ondernsming, Yrn enn we! e e ol cueresiie
\\ jmr"-n we~plichting met Letrakking tnt het Zred e’ g
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¢) bestemying of gebruilosaking van het xrediet voor een ander doel
dan Ast wasrveor het verleend werd

d) staking of wijziging van ds bedrijvigheid, schorsing van betaling.

kexmelijk onvermogen, gstelling ander sekwester, faillisaenent,

ganvrasg tot ninnelijk of gerschtelijk akkoor? of o uitstel van
hetaliag vaa de ondarnening 3

e) indien, nadat de wereigte sfschrijvinzen voora? zijn verricht,
de opgehoopte verliezen van de opdermraing viifentvintig procent
. bereiken van hsar eigen piddelen (k3pitwal en reservea) zoals éie
piddelen voorkomer in de voskhouding van de ondernening ;

£) protest van een hantelseffect wasrop de handtekening van de onder-
neaing voorkomt §

g) indien de ondernening esn vennootschap i1g : wiiziging van het
maasschappelijk doael, hasr ontdinding om esnler welke reden, fusie
opslorping, ook gedesltalljke, van of door sen sndere vemnoot-
schap, deslneming in het kspitasl van ¢ sndere vsunootschsp,
;:nﬁor de instezming van de Nationsle Mastschapp.d en &¢ Algenene
3 |
indien de ondernening geen vennootschap is @ overlijden, outzet-
ting, toevoeping van een gerschtelijk rasdszen of srdere wette- .
1iike opbekwsanheid van de persoon of van één ‘er perconen die het
krediet habban verkregea ;

volledige of gedueltelijke vervisending van goederen net een
nrpothesk of pandrecht beswasr ten veoordsle vsn 4e Nasionsle
Naatschsppi en de Algenene Zas of wasrvoo> ~g hunnun gunste

een belofte Sot hypotheek of inpsndstelling werd sangegRan i
nisuwe bezwering vano die goederen sondsr de instesming van de
dationsle NMaateschappil en de hlgeaene Xas i weschadiping of slecht
oplertoud ervan, wiiziging van hun asrd of vaa hun bersenminr,

het foit wordende geacht voldoende te zijn vassigesteld goor een
revoon getuigschrift van ds sigevaardigde fer suscionale lMoalsachar-
ol en de Algemene Zas; tavel, beslag of sndave rechtsactis vorn
ann de=de ertoe ctrezkents ée eipensar dezer ratderen uis te
winzen, of LOR proces-verbsal opgenaakt op grons van artikey 27,
5% ogn de wel Vel 15 agce=zar 1651 Joor een tauwiuniipge, sannone”
of elze andere persoon <coT =adoeld artikel Ssarioe rempehsiFt

indien esn melelebiterT of een borg zich bevisnic in /4 van Ir
psvallen bedoeld sy u), 2), £) o1 g) hierbsven.

Tndien de onderreming over metrdere kredieten 1] Ze siationpl~
Vga~scrappi) en de Algezaae® Zss bezckiks, hatizen {eze - wannnar
22, zick np een elausule van pamiddellijke opeisrasrheid vevortl!
yans ¢én kredies - hes reshi al Ge kvedietan srzaezerasT te silen.

“miign het krediet opeishsar is ten opzichta s Ze onlernaging,
ig Les svensenr opeisbasr “an opzichte van “e =pdpdatiteuren °R

.ayﬁ. “ATPen.

4
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Indica er verschillende bogunatigden bestaan vai het kredled,
Yrangt de opeisboarheid ten opzichte von d&én van hen, ook le
opeisbaarneid zede Ten opzichte van de anderen.

ARTIKZEL 7.

Betalinz. ~ Al de betalingen uit hoofde van het krediet te ver-
richten door de ondernealng, @en nmededebiteur of een DOTE,s zullen op
wup Xosten, vrij van slle afhoudingen, taksen en belastingen van
eender welke aard, zowel resds bestaande s8ls later te heffen, worden
gedaan ten nastschappelijke zetel van de Nationale lsatschappi] ea
de hlgeseae Kas, of in de bijhuizen of sgentschappen van de Nationale
Bank van Belgi¥. Indien de vervaldag een zaterdeg, een zoadag of
cen feostdag 1s, moet de beteling plastshebben op de onmiddellifke
voorafgaande werkiage

Zo er meerdere xredietbegunstigden zijn, wordt iedere betaling door
één van hen verricht, ten opzichte van de Nationale Meatschappi] en
de Algomene Eas, geacht definitief gedasn te zija voor rekening
van allen en val sanieder voor zijn desl onder hed.

Geen exkele subrogatie in de =gchten van de Mationale Mastschanpil
en &2 Algemene Kss kan {n hun nadeel worden ingaroepen, noch door de

Yorgen, zowel gakelijke als persoonlijke, noch docr de mededetiteured.

Snlideriteit, ondeelbsarheid. — De uit het krediet voortspruitende

verbintenigsen giln solidair en ondeelbasr wvat hes kapitaal, de iate-

~esten en toabekoren vecreft, met de meest uisgeirside uitwerkneln
der cndeelbasTheid.

ARTIEZL Y.

vewzazering 4eren brand. - De onderneaing en ieler Jerde pamirever
»atten de verplichting de goederen bezwsard me: een nypothLeek of
nanirecht ten voordele van de liationole Msstschappij en d¢ Algemena
¥ag ol wsarvonr te hunnean gunste esen delofte to% hopathieek of in-
nondsceliine wnrd sangegsan, somede het materiasel snrog=end Joor
»acsgaping an/nf het materieel diemstig tot de sxploisatis van de
nilverheid en/n! van ade handel, gedurende gans n2 squr van het
zraiies te laten verzekeren voor hup volle TeconcrictiewsarCe. tesen
Aa »igico's van brand, pliksezinslsg, ontploflingen en arercorien

yan voieptainen.

e naderpezing 1o gshouden, rodra een ramp daze soeteren Lrelt, o8
ra:ipzale Noatncheppi) en de hlgenens Kas onpidanliilk de lipgine
ven nas gesaiste=d pord acde te delen, evensls %2 restandirtedn
Hu:":'..z. de ramp nich henft vosrgedsan en dc nasm Van Am umrs iy tingn-

negrzhapplile
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ABRTIAEL 10.

verhuring der goederen. - D& goederen bezuaard mel een hrpothesk ten
voordele van de Kationale lastschappl] en de Algezeae Zas ¢ wvaar-
voor te hunnen gunste eea belofte tot hypotheek werd aangegaan en

die Aienen tot ds verwszealijking van het doel Zder onderzexzing, JOgen
sorder d¢ toestemming ven de lationmele Maatscheppij en de alrezsene
as oo geen enkel ogendlik tijdens de duur van ket xrediet, woTrden
verhussd of het voorwerp uiitmaken van een pnderverhuring of van e=2n
afstand van huuie

Het vershuren van de anders goederan die verhypothekeerd werden of
wvasrvoer sen bdelofts tot hypothask werd sangegaan is toegelaten,
mear de sigenasr meg, zonder het gchriftelijkx akkoord van Ze Na-
tionale Maatachappi] en de Algenene Ess, geen huur voor meer dan
drie jaar toestsan noch sean huur waarin de huurdéer een kleinhandel
zou drijven of een bedrijf zou hebben dat hem rechtastreeks me: het
pudbliek in verbinding stelt. Hij meg in een afstand noch in een
overdracht van huurgelden tcesteumen, noch iets bedingen dat amn de
rechten van de Natienale Mamtschappij en de Algezene EZus ksn achaden
zosls bij voorbeeld het voorultinnen van hnurgelden voor een tijdperk
dat meer dan één jasr bedrssgt.

AKTILEL 1.

Mate-ieel. -~ Indien ze dsartos door de Mationsle Faatschappil en de
Algezene Kas versocht wordt, verbindt de onderaezing er zich toe

aan de listionale Maatschappi) en de Algemens Kas 22 bekacyte en
beLooriijk ondertexende opgave te verstrekken vas hssr materieel,
outillsre, kantsormeubdilair em in het algezesn vsn sl de roerende foe
deven die tot haar exploitatie dienstig zijn, ez nasT kennis Te peven
van elze belangrijke wijsiging.

ARTILEL 12.

~qaziase, - D& Nalionale Naatschappi] em e Alge=ene Kss hethen

ret wwnns al de inlichtingen te vragen 4ie 243 nustip achten vonr le
vapnrigling van de toestand Zer mctiva e pansira van de ozlernezing
nn uen 4n zededatiteuren somede voor e controln %o hel kreliet

pid mopren, op elk ogenblik, ean onder=oek inctal.sn nagr de Ledriifre
rpantund van 1¢ onderneming éie hasr hoekhouling an 8l de anldere
vacchaifen walze voor dis dseleincden nuttip zifr., er tegohiizk.ar

uan 4& Wssionale Yastschsppij en de Algpemens Lo =T van hup Afre-
vpgrtisien £oes riellen, hiorin Vesrepen plke varzazeaprinrere. .

s 7oc*en van Zie onderzaeken wallen ten lacks var 4n onderneming.

AZTatiia 13.
W

doctan, - Al 1a zoaten, rechian »n honorari® viuc-cp~uitend uit hes
yvredins,, woal: XKan%en van &7'.and, vaa vervolping an rantospLlesing, VAL

e . oL cehuldramin=inFave~kiaringe,

ng. re=nisuwinr ven

v x
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inserrijving, van opheffing en kvitantie, evenals alle sndera Zoater
niet dijzonder gewsarborgd door voorrecht of hzpotheek, zi’n ten
laste van Ae ordernening.

ARTIEEZL 14,

Bevoepdheid. - Al de betwistingen tekoren tot de Yevoegdheid van de
rechtbanken te 3russsl.

ARTIYEL 5.

Afwiikingen. - Er kan afgeweken worden van dovenrermelde voorwaardcn
door de schikkinpmen opgenomen in de overeenkomst of in de Sriefwisse

| /7
o)W,

1
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2SVOT ok 1, 108 HET MNESIIER DER ALG sk CLLAUSULES EN VDOURWA ARDEN

BELDEADE VOOR DE FPEDIETEN TOEGEKED DOOR DE ALGEMENE SPAAR-

EN LLI FRENTKAS BN DOOR DE NATIONALE MAATSCHAPPL VOOR KXREDIET
AAN DE NIJVERHEID 4. V.

Mijsondere voorwaarden vanrtspruitend ult de voorachrifien var. de -vet van
- dccember 1970

Artikel 1. - Daar act krediet tot stand wordt gebracht met S:aatswiardorg en ‘of
N mat tprke'ﬁ'r?ing van cen rentetoelage. is de onderneming ertoe gehouden de verplich-
tingen na to levan die kaar zijn voorgeschreven door de wet {rl wetten), het of de
koninklijke besluiten, in uitvoering waarvan de voordelen worden toegexend.

Ten einde de onderneming toa te laten de juisme draagwijdte var deze verplichtin-
gen gemakkelijker te begrijpen. maar met afwijzing van ledere verantwoordelijkheid
vnor Ac Algemens Kas en de Nationale Maatschappij in geval van vergerethaid of
verzuim, worden de verpl.-htingen en voorachriften voortapraitend uit de wettelijke
teksten hierna vermeld :

. a/ de onderneming moet de gebouwen, outillering er materiee} opgericht of aan-
yrkocht Aopr midide] van het taegekende kredist gebrulken overecnkomstig de voor-
siene doalsinden en voorwiaarden tot na het verstrijken van cen termijn van één jaar
venal de loatste betaling van de intercsten ol tat na het veruirijken van een termijn
van vier jaar vi nafde storting van elke goidelijke tussenkomst. toegekend door de

Sisat .

b~ z:j gaat de verbintenis &an voormelide gebouwen, outiller:npy en maieriee] niet
i+ vervrsemden on de Minister van Economische Zaken of var. Middenstand cn. in
ciunrromend geval, de Minister van Financién teo verwittiger, zodrs zi) voorzien kan
dat ».m, ingevolge overlijden, veiling. -erdeling. onteigening. :eruggang der econc-
 mist we voorwaarden of door overmacht, sij er snu kumnen toe rebracht worden ba-
w-ibt= gehouwen, outillering en muterise] to vervreemden of nic: langer meer te
7 innen grbruiken overesnkomstig de voorgione dneleinden en woorwaarden |

21y werbbmll o= pich (ue e voorwaarden na te lrven die snscel? e e de weel-
. 10:2, Yo wunapdelen te Durnen geLicter #n Al verrist zijn vaLr 4% 9y roing van dure
wewerrdelon . atg ver naed dat il de door hanr VePBPERIe intinitingen Pas 2idn e at
sy s mbedale eon voliodige optave Lea/t verstrekt van dg ot et ot pansie ¥y Lot s il
ca YRATF Matriumeinm

va; verhnet er an b e e dlgeenaee Fas, e Natiofies ", cate e o e

e s e gohee e Rters o ddes 1Nt 0 nfeet Joa Al 3 deor spmie bt Fat 4y s ehinen
W vzt VB e plestieit | revens zal de el soenang BUSL b e JMlaniiriet Lt g
. ear sde vrCTaring van '8 It jre welenzon vert reh pun, poMedn e Tatlncad filig gt
e voen Lueteding san et kred ot valpens de s iraleer dpeleire g oon Lan S nawied
e DAL e R R DL RO YA U UL TR et B Mo e camueg K APV e
' ] ceenlich? hanr bt allt e S D10 nenichliven ooone ee aifeogar s e e met e
G n et Peep et Letasie nT  uers e tiuh N HTRETYY P BETHT RS R BT 1Y TR
see o rgiregEen, n Ao ne Koty ofy e Do it sd “tanlet! .hl. L PO T LTI P B

17 Ao 2r gt tlatys o 10 pgar RLAgen ih oo le naltige Jlar RN g T T
i

N / F)
. .
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o/ xij poat er witdrukkelijk mede akkoord dat de Algemene Kas en de Nationals
Maat schappij #an de bevoegde ministers alte inlichtingen souden verstrekken over
haar activiteit, haar ontwikkeling, zomede over ds verwezenlijking van hst asnkoop-
programma van materieel of van gt rationalisatieprogramma en dat aan de bevoegde
ministers tevens alle onjuistheden of leemten in de door haar aisslegde verklaring
zouwien medegedeeld worden, Zij geeft salfs aan ds Algomens Kas en de Natlonale
Maatechappij de toslating om aventuse] asn da'ministers ds rcdansn van de opzegging
vaa het krediet beksnd te maken ;

£, in geval van Stastswaarborg, most da onderneming aan de Algemene Kas en de
Nationale Maatschappij kennis geven van alke verwerving van ocnroerende gosderen en
vr ten hate van de Algemane Kas en de Nationale Maatschappij hypotheek in eerste
rang op v<ilenen ten belope van een door dexe laatsten te bapalen bedrag.

Artikel 2. - De Algemens Kas en ds Nationale Mastschappij zullen het recht hebben -
een cinde te stellen aan de kredieten on de onmiddellijks bstaling te eisen van al de
orderbrir(jes indien de onderneming een der hisrboven bedoelde beschikkingen niet
nateeft ol indien zij het voordesl van de Stastswaarborg sou verliesen, Dess laatste’
eventualitait zal ten opsichte van ds Algemens Kas en de Nationale Maatschappij vol-
Aoende vastgesteld zijn door sen verklaring van de Minister van Financisn, van de
Minister van Economischs Zaken of van de Minister van Middenstand.

De terugbetaling wordt gevorderd zonder sanmaning of om het sven welke gerech-
telijke (ormalitait.

Artikel 3. - De rantetoclage wordt niet meer toegepast op de sormmen die opris-
baar z1yn heizi) omdat de termijn verstrekan is, hetsij krachteas een der clausules van

vervroegde opsisbasrheid, doch niet betaald werden.’

Artike! 4. - Wanneer er gelijieijdig Staatswaarborg is en borgstelling door cen
e sl wardt desc laatste, in sijn rechisverhouding tet de Stas:. aangezien als hoeid-
wmruldonaar. solidair gehourden met de onderneming. derwijze Aat dexe derde tegen
Jdv §tant geen varhaal kan uitosfenen indlen hij ertoe verplicht wordt in de plaais van
de aurderneming te batalen, De Staat 23l daarentegen. indien kij de Algemene Kas en
de .'ntignale Mastschappij terugbetaalt, tegen de borg ‘'voor het ganse bedrag verhaal
mnzien uitoefenen.

Artizel 5. - In utvoerirng van de voorwaarden door de Staat gesteld voor het wer-
ler.en San Au teelage en/of zijn waarborg, verhindt de ondernem:ng er zich toe de Alav-
mene Yas en de Nat -nale Maatschappi) dinnen de maand van de jebeurten's op de
anmgte 1¢ houden va:. vlke wijziging

. o haur Airectie, 4, w, 2. n hoolde van diegenen die huar dage..:ks beheer versekeren .

i e samenstelling vian haar read van beheer,

Aptike!l h, = Z.u4r undiraeming te kort xomt aan de wetteis)ze of contraciuele ver:
Mmoot iearn At voarivlneen uit de toerenusry der rentetoelage. zal gi) aan de Staat dr
bt lazen dienen terug e butalen, welke hij aan de Algemene ¥Yas en aan de Nationi Lo
Mastnd happi) hreelt gestort.

Artibel 7. = FEren danr de daat getroffen baslisking dungaerss de rentelerige,
v gy il g haden akn de Algerene Kus of asn Ae Natint & Muathappii. !n alle
Covatter 1a Ao utolerneming st de Algemens Kes en aa. Ao Nat.onale Maa® s luapn';
et werachil verselndigd tuasen ds cortractugls intereston an 4s dsadworselizs deor
de Btak® goeterie torlegr,
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Ten jare

de

voor ons , notaris et verdlijfplaats
to s 18 verschsnen :

4e Haamlosze Vennootschap G A ¥ (BELGIUM), opgericht biJ

akte dd. 13 mei 1953, deksnigemaakt in ds Bijlagea tet ’
het Belgisch Staatsblad van 30 mel 1953 onder aurmer 12.812,
waarvan de mastschappelijke zotel gevestligd is te Bt=NiXxlasas
Industriepark 1, hier vertegenwoordigd door :

handelend oversenkomstig artikelsz 21 en 24 der statuten,
bexoend

Welks comyparsnte, voorafgasndelijk de asnstelling van aan-~
datarioser hisrna, heefi uitsengezet :

- dat zi] kennis heeft genolen van de clausules en voor-
waa lez van de oversenkomst van ¥redissopenirg afgesloten
ret de Algemens Spsar— en Xijfrentekas, nierna genocend
"Algemene Kas" en de N.V. Nationale Fagtszshappij voor
Xrsdiet aan de Nijverheid, hierna gasnuexzd "Nationale
Maatschep).ij”, te Brussel, op 15 oktsher 1973, waartegen
de Algemene Xus haar een Eresdiet tosastaat groov
? 62.500.000,- (TWEEENZESTIG MILJOZR 71JFEONDERDIVIZEND
FRANE) ez de Nationale Maatschappi] ksur sen kreéict toe~
ctaat groot F €2.500.000,~ (TWESEBZELTIS MILJOEN VIJFBON-
?mnmm YRARZ), tegen esn rentav.n: Van 7,9%0% 's Jaare

ofe
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De interestan sijn socestrisel en bij verachenen tes.ija

bataalbaor voor ds verschillends tranches wanrin hes krew
diet ondsrverdeeld wordt, respaktievelijx oF 5 neli en 5

novenber o1 48 Xredieten sijn terugbetaalbaar als volgt :

1) Erediet toegestaan door de Algsmers Xas : i '
' Zorste tranche ad ¥ 50.000.000, :

a rato wvan ¥ 5.000.000,~ op 5 novexber van ieder der
jaren 1976 tot en met 1985,

Tweede trenche ad F_12.500.000,= :
a rato van ¥ 1.250,000,~ op 5 mei van ieder der jaren
1976 tot en met 1985.

2) EKrediet tosgestasn door de Nstionale Maatschapply ¢
Berate_tranche sd ¥ 50,000.00C,=
a rato van P 5.000.000,~ op 5 povenber van ledexr der
Jaren 1976 tot en met 1985.

Twesds _tranche ad ¥ 12.500,000,= :

a rato van ¥ 1.250.000,- op 5 mei vaz ieder de> jeren |
1976 tot en met 1985. '

Aan dese oversenkoast waren gehecht eea aodelkohier der
algsmene v:ooruurdcn ex een bijvosagsel asn dit nodulXkohiar :

eon bahoorlijk gezegeld eksemplasr van dat modelkohier en
van sijn bijvoegsel zal aan hmidige akts gehscht blijven.

= an 4dat zij kennis heeft genpomen V&R ds clausules en vVooT-
. wasrden van ds overeenkomst van Yrediatopening afgesloten
mst 4e Algemens Spaar- en Iijzrentekas, hierna genroexd
*Algomens Eas" en de H.V. Nationsie Maavschappl] voor Kre-
diet san de Fijverhsid, hierns genoex2 "Nxtioasle Maat~-
schappij”, te Bruyssl, op27 novexbar “°75 Jvaartespgen
da Algesmsne Zas hasar aen ¥redist towstzat groot F ...
€8,000.000,~ (ACHTENZISTIG MILJOEN FRAYZ, en de Nationale
W ,lhttse‘napp:l.d hasr con krediet toestass <20t F 68.000.000,-

\-i‘ \ 4 (l?ﬂﬁﬂﬁ MILJOEN FRARE).
, :
. : o/
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Boido Lrodieton worden gesplitst in sen tranche 1. van

¥ 35,000.000,~ en e w. tranche 2. van ¥ 33.,000.,000,~.
Voor de beide tranches zal de rentevoet worden toegerest
van kracht op 1 Januari 4976 bij de "‘lgezene sas" en de
"Netional~ loaischappij® voor gelijkaardige kredieten.

De intenoesten zijz semestrieel en bl] versckhenen iermijn be-
taalbasr voor 'e verschillende tranches waarin heb krediet on-
derverdesld wordt, op 5 Juli en op 5 janusri en de kredieten
zijn terugbetzaldbaar als volgt @

1/ Krediat tosmestaan dooy de "Algemans Kas?
Ssrate_trasche ad ¥ 35.000,000,~
a rato vaz £ 3.500.000,~ op 5 Juli van ieder van de
Jaren 1978 tot en met 1987

Tweede_tranche ad ¥ 33,000,000,
& rato van F 3.300,000,~ op 5 janusri -ran iedcr van éde
Jaren 1978 tot en ret 1087.

2/ frediet toogestean door de "Nationale Mastschappij”
Eerste_tronche sd ¥ 33.000,000,-
a rato van P 3.500.000,~ op 5 Juli van isder van Ce
Jaren 1978 tot en met 1987 ;

Tweode tranche ad F 33.000.000,-

a »ato van ¥ 3.300.000,~ op 5 Jjsnuar!l wan ieder der Jaren
1978 tot en met 1987.

Ann deze overoonkomst waren ganecnt esn =zdelkohier der
Algexzens voorwaarden en esn bijvoagsel asx dit mofalkohier,
esn behcorlijk gezegeld eksamplaar van das modelkohier en
van zija bijvosgssl zal san huilige skts gehecht blijven.

De Algecusne Kas en de Nationals Maatcchappl] hebden onder
jmecT hat tosstaan van de kredisten ondergeichikt gesmankt aan
‘48 voldende voorwairden :

o/
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- 4.

1° dat do N.V. GAF (BELGIUM) aanvaardt cp hel eerste ver-
zook hetsi] von do Algomene Ens, hetzij van de Rationale
Haatechappil, hywpathoei te verlenen tot zekxsrheld van
de kredieten, dsr lnteresten en b2 Jvehoren, zo=ads tot
wearborg ven ds i :r.2ling-van de zan order der Algemene
Zas en R<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>